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Mitr MUTUAL POLICY- 
HOLDERS SAVE WITH- 
OUT SACRIFICE ... 


ILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 








Millers Mutual Fire Insurance Co....................... Harrisburg, Pa. 


Millers Mutual Fire Insurance Co................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co............... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association.................... Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co............. Indianapolis, Ind. 


Western Millers Mutual Fire Insurance Co............... Kansas City, Mo. 


National Retailers Mutual Insurance Co.................... Chicago, III 
Michigan Millers Mutual Fire Insurance Co................ Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co................... Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, III. 


A Service organization maintained by the Mill Mutuals 
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LUMBER MUTUALS] 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 














INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
CUUtC£E 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 




















OTTO G. KRUEGER 


Commissioner of Insurance 


STATE OF NORTH DAKOTA 


OMMISSIONER KRUEGER was born in Russia in 1890, and has lived in North Dakota since 
1910. In addition to extensive farming operations he served for twenty years as auditor of 
Wells County. In 1941 he was appointed deputy income tax commissioner, and in 1944 was 


elected state treasurer. He resigned that office to accept the post of Commissioner of Insurance. 
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A JOB FOR AMERICAN BUSINESS 


URING the past few months 

anyone who gets around very 
much cannot have failed to note the 
many familiar faces, missing for 
months or years, which are reappear- 
ing in plants and stores and offices 
across the nation. During the next 
few months there will come to be 
many more. For despite the delays 
and the complaints and the hardship 
cases the demobilization of the armed 
forces of the United States is be- 
ginning to roll, and the citizen war- 
riors in daily increasing volume are 
chucking their uniforms into the dark- 
est closet corner and getting back to 
those good old civilian jobs. 


A great deal has been said and writ- 
ten about the difficulties which may 
crop up in attempting to fit the veter- 
an back into civilian pursuits. The 
fear has been expressed that the man 
who has been prowling the ruins of 
a German village with one finger 
crooked around an M-3 trigger, itch- 
ing for someone to make a move, may 
find it hard to bring the same enthus- 
iasm to the job of tracking down the 
elusive customer, and that the veteran 
who has been riding the skies or the 
seven seas may not be able to bear 
up under the monotony of riding the 
street car daily to a bookkeeper’s desk. 


So far as those who came _ back 
from the wars unimpaired are con- 
cerned it is a good bet that such fore- 
bodings are largely foolishness. Apart 
from a certain rustiness in the details 
of handling his peacetime job, his ex- 
perience probably has not been re- 
sponsible for any change in the aver- 
age veteran greater than his inclina- 
tion to look with cynical distrust upon 
any obviously insincere statements 
passed down to him from above, and 
to be pretty certain that many of those 
in positions of authority may not only 
have feet of clay but heads of clay as 
well. In an era in which realism seems 
pretty well on its way to becoming 
lost sight of entirely these may not be 
bad attributes. 


But there are many who are just 
now beginning to come back to civil- 
ian life whose handicaps are plainly 
visible. They are the ones who are so 
unfortunate as to have been hit, and 
they are coming back minus an arm or 
a leg or both. They are the ones who 
would seem to be in a position to de- 
mand that American business give 
them the opportunity to earn a satis- 
factory living by their own efforts, 
and it would seem to be the concern 
of everyone in American business to 
see that this obligation is met. 


The spirit of these men is remark- 
able, as will be attested by anyone 
who has had contact with them. After 
having been injured all of them have 
spent considerable time in service hos- 
pitals. They have been trained not 
only in efficient use of their artificial 
hands or arms or legs, but they have 
been sold thoroughly on the idea that 
they can do anything that anyone else 
can do, and that for this reason they 
are foolish to consider themselves any 
more handicapped than the individual 
who must wear eyeglasses or a hear- 
ing aid. 


What will surprise many is that this 
is not mére talk, but that they can 
actually deliver the goods. They do 
not require either sympathy or help, 
but only to be placed in positions 
where they can demonstrate their 
worth. That much help they do re- 
quire—to be given the chance to 
prove that they can more than hold 
their own in any civilian activity, not 
by doing satisfactory work in pen- 
sioner jobs especially set up for them, 
but by being permitted to take on the 
jobs in which their abilities would 
permit them to be placed were they 
not considered handicapped persons. 


A number of the leading mutual in- 
surance companies decided a long 
time ago to take the lead in attempt- 
ing to assist these men in getting back 
their proper places in American indus- 
try, and for many months they have 
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actively been supporting a practical 
program designed to accomplish this 
end. It is a project which deserves the 
support of all others who are in posi- 
tion to afford such veterans oppor- 
tunities for proper employment. 


Insurance men can be particularly 
helpful in this regard because of their 
wide contacts in the business world, 
especially in squelching the oft-re- 
peated statement that hiring handi- 
capped personnel will be followed by 
an increase in the employer’s work- 
men’s compensation insurance rate. 
Not only would the hiring of a han- 
dicapped veteran have no effect what- 
ever upon workmen’s compensation 
insurance rate-making, but the exper- 
ience seems to indicate that such em- 
ployees have fewer accidents than the 
average worker. Helping them to find 
good jobs, just as one would be in- 
clined to help any promising young 
man find a good job, is an obligation 
to which everyone in business should 
set himself. 


PASSING OF A STALWART 


HE recent death of Edson S. 

Lott, elder statesman of stock 
casualty insurance, has inspired in 
the insurance press tributes such as 
seldom are vouchsafed an individual. 
Nor are the reasons why they are de- 
served difficult to determine. His 
was that combination of teclinical in- 
surance ability and of striking per- 
sonality seldom found in a business 
not remarkable for the colorful qual- 
ity of its leadership. Posed against 
such a background he became in his 
later years something of a symbol to 
all those who hold the wistful belief 
that the old days of business in the 
United States were the good days, 
and that all that has happened since 
the good old days has been far from 
an improvement. 


It is an impossible task to attempt 
any appraisal of his career in these 
pages, where the theories he spent so 
many years in advancing have been 
under attack so often. Nevertheless, 
it would be in obvious bad taste were 
his passing here to go unremarked. 


One of Mr. Lott’s principal claims 
to distinction in the insurance field, 
on the evidence both of experience 
and of the published reports, was the 
campaign which he waged for more 
than a decade to discredit the mutual 
system of insurance. About 1920 he 
got the notion that the non-profit sys- 
tem of mutual insurance, as opposed 
to the profit-making system of stock 
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insurance, was the wedge by means of 
which Communism or Socialism or 
some less definite ism was attempting 
to undermine the traditional method 
of doing business in the United States 
and he broadcast this view as widely 
as it was possible for a busy stock 
casualty insurance executive to do. 

There is little point today in at- 
tempting to belabor this somewhat 
outmoded bugaboo. The campaign 
was carried on under the auspices of 
professional propagandists for some 
years after Mr. Lott had retired from 
the lists, and finally pretty much col- 
lapsed of its own weight. That it was 
less than effective is demonstrated by 
the statistics. They show that when 
the campaign began the stock com- 
panies wrote about 85% of all casu- 
alty insurance business written in the 
United States as against the 72% 
which they write today, and that the 
mutual companies wrote about 10% 
of all the casualty insurance business 
written in the United States ‘as 
against the approximately 25% which 
they write today. 

In fairness to Mr. Lott it should 
be said that his opposition to mutual 
insurance was largely upon the theo- 
retical or philosophical plane. He was 
squarely against mutual insurance, 
and in favor of stock insurance, and 
apparently he felt that making this 
attitude plain was enough. He did not 
attempt to bulwark his opinion by the 
deliberate misrepresentation of easily- 
ascertainable facts and figures as did 
some of the later and more sophisti- 
cated crusaders against mutual insur- 
ance. From this point of view per- 
haps he deserves credit as the progen- 
itor of the public relations practition- 
ers of which stock insurance has such 
an abundance today. 


They are not as lively opponents as 
was he, and we were sorry to see him 
20. ‘ 


NOTE UPON AGENTS 


N a rather interesting recent ad- 

dress, delivered at the annual 
meeting of the Iowa Association of 
Insurance Agents, insurance editor 
Roger Kenney of the United States 
Investor had a few things to say about 
the commissions paid insurance agents 
which will bear repeating. 


He made the point that if the re- 
sult of the current effort toward satis- 
fying the Federal government leads 
to a rigid type of state insurance rate 
regulation, taking New York’s system 
as an example, there can hardly fail 
to follow a showdown on the subject 


of acquisition costs in general, and of 
agents’ commissions in particular. He 
took it for granted that in this field 
inequities exist. He took the com- 
panies to task for indiscriminate 
appointment of agents, and for pay- 
ing excessive commissions under cer- 
tain conditions. He took the agents 
to task for attempting to rely too 
strongly upon political power which 
has enabled them to secure pro- 
tective legislation, with the statement 
that “politics is a poor substitute for 
a sound knowledge of the business.” 


“If rigid rating laws come,’’ he as- 
serted, “with little or no provision for 
deviation, you will witness a wide- 
spread adoption of the participating 
policy by stock companies. That’s the 
only way the stock companies can 
meet the competition of the mutuals 
under the conditions. And when such 
a course is decided upon by the stock 
companies, you can bet all the tea in 
China that a move will be inaugurated 
for the wholesale downward revision 
of commission scales.” 


These lines are not quoted here for 
the purpose of attempting to evaluate 
the soundness of the reasoning behind 
them, but for quite another reason. 
They are quoted to call attention to 
the fact, demonstrated in this instance 
as in quite a number of recent in- 
stances, that the stock insurance agent 
seems to be undergoing a profound 
psychological change. He seems to 
like to suffer, for suffer this Iowa 
audience certainly must have when so 
painful a prophecy as that commis- 
sions may be cut was laid before it. 


There was a time in the not too far 
distant past when any meeting of a 
group of stock insurance agents— 
local luncheon, state gathering, na- 
tional convention—could be pretty 
well depended upon to resolve itself 
into a mutual admiration committee. 
If it was not tossing nosegays at the 
operation of the American agency 
system, it was ringing a few changes 
upon the engrossing subject of the 
good work done by one or another of 
the brothers in snatching a risk from 
beneath the nose of a competitor who 
did not happen to be a member of the 
fraternity. There was not much pa- 
tience even with mild criticism. 


Probably this trend is all to the 
good, and will receive increasing en- 
couragement from the more intelli- 
gent individuals in the stock agency 
ranks who are coming to realize that 
there may be some things for which 
they and their fellow agents merit 
criticism. If it does not go so far that 
the blood of the agents’ begins to run 
in the aisles it might even work to the 
benefit of the business as a whole. 
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HEALTH INSURANCE 


N. the years before the war inter- 
I vened there was noted a growing 
concern of governments, both here 
and abroad, with the problem of pro- 
viding their citizens what has come 
to be called “social security,” with 
setting up some sort of contributory 
system under which the individual 
could be afforded a measure of pro- 
tection from the occasional economic 
dislocations which seem inevitable in 
the modern world. And since the in- 
stitution of insurance itself developed 
out of the demonstrated need for a 
device by means of which the indi- 
vidual could protect himself against 
personal loss or misfortune, insurance 
men have from the first professed a 
keen interest in such programs. 


President Truman’s Nov. 19 mes- 
sage to Congress on the subject of 
compulsory health insurance is not 
the least interesting of the proposals 
which have been advanced in the so- 
cial security field, and there is no 
doubt that it will be the subject of 
considerable comment wherever those 
in the business of insurance get to- 
gether in the weeks to come. It is not 
to be expected that all will favor it, 
nor that all will oppose it, for in in- 
surance unanimity is hard to come by. 
Probably the usual attitude will be 
one of expectancy, for upon the point 
which probably has the greatest insur- 
ance interest—protection against loss 
of wages from sickness and disability 
—the message gave merely a promise 
of later full discussion. 


The program advanced by the 
President contemplates five activities: 
construction of hospitals and related 
facilities ; expansion of public health, 
maternal, and child health services ; 
medical education and research; re- 
payment of medical costs to which 
the individual is subject ; and the pro- 
tection against loss of wages from 
sickness and disability. 


“No matter what we do, sickness 
will of course come to many,” the 
message states in part. “Sickness 
brings with it loss of wages. There- 
fore, as a fifth element of a compre- 
hensive health program, the workers 
of the nation and their families should 
be protected against loss of earnings 
because of illness. A comprehensive 
health program must include the pay- 
ment of benefits to replace at least 
part of the earnings that are lost dur- 
ing the period of sickness and long 
term disability. This protection can 
be readily and conveniently provided 
through expansion of our present so- 
cial insurance system, with appropri- 
ate adjustment of premiums. 
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“Insurance against loss of wages 
from sickness and disability deals 
with cash benefits, rather than with 
services. It has to be coordinated 
with the other cash benefits under 
existing social insurance systems. 
Such coordination should be effected 
when other social security measures 
are reexamined. I shall bring this sub- 
ject again to the attention of the Con- 
gress in a separate message on social 
security.” 


It will be recalled that a similar 
recommendation was part of the re- 
port of the National Resources Plan- 
ning Board on “Security, Work and 
Relief Policies,” which was laid be- 
fore Congress on March 10, 1943. 
That report asserted: “The existing 
protection against economic insecurity 
through social insurance measures 
should be expanded by the develop- 
ment of a system of social insurance 
to provide at least partial compensa- 
tion for loss of income attributable 
to permanent or temporary disabil- 
ity.” 


The report of the National Re- 
sources Planning Board was accorded 
rather more attention in insurance 
circles at the time of its presentation 
than it has been accorded since, be- 
cause of the fact that its being made 
public followed so closely upon the 
heels of the furor engendered here 
and in England by the appearance of 
the Beveridge Plan for British social 
security. 


The Beveridge Plan was consider- 
ably more comprehensive and detailed 
than anything which has been pre- 
sented in this country, Sir William 
3everidge had gone to great pains to 
get his proposal down to actual 
pounds, shillings, and pence. The 
one element in his plan which gave 
insurance executives food for thought 
was his proposal to abolish workmen’s 
compensation insurance as a private 
system, and to incorporate the ma- 
chinery for compensating industrial 
disability into the regular social se- 
curity system. 

Upon further investigation Sir 
William Beveridge found more than 
a few obstacles in the way of includ- 
ing compensation for industrial dis- 
ability in a unified scheme of social 
security, and he stated them with 
sufficient frankness to make this as- 
pect of his plan more likely to prove 
difficult of achievement than almost 
any other. From such information as 
is available his plan to abolish the 
workmen’s compensation system in 
England has not yet progressed be- 
yond the planning stage. 
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THE ERIE SCHOOL CASE 


EVERAL weeks ago Judge Alli- 

son D. Wade,’in the Court of 
Common Pleas of Erie county, Pa., 
held that in certain respects the poli- 
cies of four mutual fire insurance 
companies issued upon Erie school 
properties professed to give coverages 
which the companies were not em- 
powered to write under their char- 
ters; he issued an injunction, in con- 
sequence, restraining the school dis- 
trict of the city of Erie from accept- 
ing and retaining policies of insurance 
containing a provision or provisions 
written ultra vires of the insurance 
company’s corporate charter. 

The matter has been given more 
than a little attention in the insurance 
press, and doubtless there has been a 
certain amount of waving of photo- 
static copies of the articles under the 
noses of mutual policyholders by com- 
peting producers in the territory in- 
volved. For this reason a brief sum- 
mary of the background of the litiga- 
tion seems in order. 

The case in question was begun in 
1942, and involved a number of three- 
year policies, all of which have since 
expired. A second and somewhat 
similar case involving policies written 
as of July, 1944, was begun in June, 
1944. In the latter case an Erie insur- 
ance agent, F. B. Downing, sought to 
restrain the Erie school board from 
accepting policies written as of July, 
1944, by the Central Manufacturers 
Mutual Insurance company, the Grain 
Dealers National Mutual Fire Insur- 
ance company, and the United Mutual 
Fire Insurance company, on the 
ground that the companies’ charters 
did not specifically authorize the writ- 
ing of certain extended coverages ap- 
pearing in the companies’ policy en- 
dorsements known as “Extended 
Coverage Endorsement No. 3.” 


Upon this petition the court grant- 
ed a special injunction without a 
hearing on January 26, 1945. On Feb- 
ruary 7, 1945, this special injunction 
was vacated after a hearing. Later 
the matter was argued upon its merits 
and on October 3, 1945, the court de- 
nied Downing’s petition. It held in 
effect that the 1944 policies of the 
three mutual fire insurance companies 
met all legal requirements. 


Since the 1942 policies had expired 
prior to the October 3 decision, and 
the policies then in force were ap- 
proved, it would seem that the legal 
questions raised by Downing’s first 
petition were moot. Exceptions to the 
ruling of the court have been drafted, 
and it is expected that a hearing will 
be held in the near future. 
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What's Ahead in Coverages 


Is all-risks insurance on buildings 
a development that is on the way? 


By PAUL H. WILLIAMS 


N A previous article, the author 

looked at prospects for develop- 

ments in the fire and casualty in- 
surance field in the immediate post- 
war period and offered the opinion 
that the small and medium-sized mar- 
ket will attract the most attention 
from companies and agencies, with 
personal accounts departments oper- 
ating extensively and creative sales- 
manship being strongly stressed. To 
make salesmanship of the mass type 
effective, he pointed out the likelihood 
of rates being further simplified and 
simple combination coverages, selling 
at a premium which the average in- 
sured can pay, but high enough to 
justify a salesman’s attention, being 
developed. 


In the second installment, it seems 
worth while to look at other likely 
innovations in insurance—ones which 
may well be tied to a mass selling 
era, but which nevertheless seem 
probable no matter what selling con- 
ditions and practices actually do dom- 
inate the business. In other words, 
these developments which the author 
has in mind are more or less logical 
progressions from insurance cover- 
ages as we knew them and watched 
them grow in the pre-war world. 


Probably the most fascinating sub- 
ject of speculation is all-risks insur- 
ance on buildings. The mere mention 
of this is enough to raise the blood 
pressure of many underwriters and 
to strain the credulity of many pro- 
ducers. Yet, it actually has been writ- 
ten, circumspectly, of course, in a few 
cases. When insurers are finding 
premiums harder to get than right 
now, when they are looking for in- 
novations to give them a competitive 
edge, it seems a safe bet that some- 
one will try this coverage on a wider 
scale. Perhaps the experiment will be 
in only a limited territory ; very likely 
it will be restricted to certain types of 
buildings such as residences but the 
author is willing to make a modest bet 
that some insurer or group of insur- 
ers will try it. 


Certainly it would present problems 
in underwriting, particularly in draft- 
ing forms so that ordinary deprecia- 
tion losses may be excluded. There 
could well be legal problems, particu- 


Photo by Acme News Pictures Inc. 





Will all-risks insurance solve the problem of flood coverage .. . 


larly if rate control becomes more 
widespread as a_ result of the 
Southeastern Underwriters Associa- 
tion case. Perhaps they will prove 
insurmountable; but the insurance 
business will never know until some- 
one tries it. 


The more one tries to consider the 
arguments against all+risks insurance 
on buildings, the more he is impressed 
with their similarity to those raised 
against the personal property floater. 
(So far, nobody has suggested any 
commission on this yet unborn cover- 
age, but probably it will be lower than 
that on “preferred” fire business, so 
that will be a sore point, too, just as 
it was and to some extent still is with 
the personal property floater!) Cer- 
tainly the legal and rating arguments 
are of the same breed—that fire in- 
surance is fire insurance, that fire in- 
surance rates cannot be superimposed 
on those for other coverages, that the 
“unknown hazard” cannot be rated, 
tliat state laws prohibit it, that there 
is no experience on which to base 
rates, that fire insurance is so frozen 
that it would be impossible to mix it 
with other hazards, etc. 


Many of these arguments are true 
and beyond a doubt there would be 
difficult situations created by rating 
laws. But the truth is that all these 
circumstances arose with the personal 
property floater and were solved. Not 
always without difficulty, and in some 
states there are still personal property 
floater rating bureaus, using cumber- 
some procedures which do not appeal 
to inland marine underwriters. More 
significant is the fact that the person- 
al property floater was not only a 
problem child at the start—it was 
actually prohibited in over 30 states 
by the Uniform Definition of Marine 
Insurance, backed by all the authority 
of the National Association of Insur- 
ance Commissioners. Today — 12 
years after Uniform Definition was 
first promulgated—the personal pro- 
perty floater is permitted or soon will 
be permitted in 47 of the 48 states, 
and undoubtedly the lone holdout will 
break down soon. All this despite the 
fact that for years, after the personal 
property floater had been proved suc- 
cessful in many states, it was an open 
secret that underwriters in large east- 
ern states such as New York still did 
not like it and did nothing to get the 
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definition modified in their localities. 
Also, this progress occurred despite 
the fact that the carriers which inaug- 
urated the personal property floater 
and its prototype, the “householder’s 
comprehensive policy,” in the late 
1920’s were neither “orthodox’”’ nor 
accepted socially in conservative in- 
surance circles. 


The undoubted truth is that the 
personal property floater was success- 
ful and overcame its legal obstacles 
because the public liked it. Laws and 
supervisory machinery can and often 
do slow up developments, but laws 
and public officials after all represent 
the people and the laws themselves 
and the attitudes of law enforcement 
officials are eventually changed or in- 
terpreted in accordance with public 
demand. We have had many illustra- 
tions of this in the insurance business 
and probably the experience of the 
personal property floater is the most 
striking of all. 


It should be obvious at this stage 
of the game to thoughtful insurance 
men—and insureds—that any cover- 
age can and will eventually be writ- 
ten, regardless of laws or regulations 
against it, if two conditions exist. 
They are (1) public demand and (2) 
the possibility of writing it on a sound 
business basis. 





In all probability, public demand 
for all risks insurance on buildings 
either exists or could be quickly cre- 
ated by aggressive selling, just as 
happened with all-risks insurance on 
personal property. This public de- 
mand would without question event- 
ually overcome any legal obstacles. 
The important question, then, is 
whether this coverage could be sound- 
ly underwritten. 


In passing, it is well to note that 
there are and probably always will be 
coverages which cannot qualify on the 
latter point. There certainly is a de- 
mand, for example, for flood insur- 
ance in many localities. But so far 
the catastrophe hazard has proved an 
insurmountable obstacle to writing 
this on a sound basis and it is doubt- 
ful if any reasonable insurance com- 
inissioner or member of the public 
nurses a grudge against insurance 
companies for this. Similarly, war 
damage insurance is certainly high in 
public demand in times of war, but 
most authorities are prompt to agree 
that it cannot be underwritten sound- 
ly by private insurance companies and 
therefore it has become a government 
responsibility—and scarcely on a true 
insurance basis—in every nation. 


The author does not pretend to 
know all the answers to the various 
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aspects of the question of whether all- 
1isks insurance on buildings is feas- 
ible, but suggests again that many of 
the objections have already been 
raised with the personal property 
floater and other coverages. An im- 
portant consideration is that many 
underwriters believe that any such 
coverage would involve losses which 
are largely in the nature of ordinary 
inaintenance and that they should not 
be insured. In other words, they 
maintain that an insured under this 
hypothetical all-risks building policy 
particularly on a residence—would 
look to his insurance company to pro- 
vide him with a new roof or similar 
maintenance job whenever it should 
be necessary in the normal course of 
events. 





Part—though certainly not all—of 
the answer to this objection may be 
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found in the fact that such conditions 
already exist in the dwelling insur- 
ance field. No experienced adjuster 
doubts that every severe windstorm 
brings out a number of losses, par- 
ticularly to roofs, under windstorm 
insurance and extended coverage, 
which are little more than “mainte- 
nance losses’’—that is, the roof need- 
ed renovating so badly that it was 
a setup for the wind to damage it. The 
spread of extended coverage has 
brought windstorm insurance to many 
insureds not in territories subject to 
serious tornadoes and consequently 
has increased the proportion of these 
“maintenance losses.” 


But, despite occasional grumbles at 
this condition, extended coverage has 
proved successful and no one suggests 
abolishing it. The answer seems to 
lie in the fact that these losses, though 
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admittedly annoying, do not aggre- 
gate enough to spoil experience as a 
whole—that rates overall have proved 
adequate to the companies and yet low 
enough to be attractive to the public. 
As long as an annoying condition’ is 
and remains a minor part of the big 
picture, it can be lived with and no 
one is badly hurt. 


The same might well prove true 
with all-risks building insurance. Just 
what claims might fall in this class 
would take better crystal-gazing than 
the author claims to possess. But it 
seems like a fair gamble that they 
would not spoil experience as a whole 
cr, at worst, that they could be con- 
trolled by proper wording of forms. 


Certainly it would not be the pur- 
pose of all-risks building insurance to 
take over all building maintenance ex- 
penses—that can and should be left to 
those experimenting with “property- 
life” and “structural continuance” in- 
surance. Any forms used for this hy- 
pothetical coverage should certainly 
aim at excluding ordinary wear and 
tear and similar conditions. Whoever 
introduces such coverage should cer- 
tainly be prepared for a period of 
trial and error—with pretty regular 
revision of forms until an equitable 
contract, both capable of sound un- 
derwriting and attractive to the pub- 
lic, is finally evolved. 


Taking the “calculated risk” of tir- 
ing readers by referring again to the 
personal property floater, it is worthy 
of mention that this policy has been 
revised frequently, before and after 
standardization, during the years of 
its triumphant progress. And it seems 
particularly significant that many of 
the changes were liberalizations, often 
of details not affecting the general 
theme of the coverage. The point here 
is that the framers of the personal 
property floater also desired to ex- 
clude wear and tear losses, mainte- 
nance claims and comparatively small 
losses which may be expected to oc- 
cur regularly and did not seem to be 
a proper subject of insurance. Ex- 
perience indicated that many of the 
exclusions intended to accomplish this 
were too sweeping. Also, unexpected 
situations developed in which insureds 
were denied coverage for losses which 
were covered by other policies. Egged 
on, of course, by competition, these 
situations were corrected and are still 
being corrected. 


For example, the personal property 
floater at one time excluded, without 
qualification, breakage of eyeglasses 
and of other objects of a brittle na- 
ture. After several liberalizations, 
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this was changed so that the exclusion 
does not apply to breakage caused by 
fire, most of the perils of the ex- 
tended coverage endorsement and ac- 
cident to conveyance. The exclusion 
was also modified so as not to apply 
to various objects of art, photo- 
graphic lenses, etc. 


Another illustration of modification 
and liberalization of the personal 
property floater was its extension to 
cover the building itself under some 
circumstances—notably against dam- 
age caused by burglars and thieves, 
o1 by attempted burglary, theft or 
larceny. Although this move was 
frankly to meet competition of the 
residence burglary policy, it serves as 
a good illustration of how an all-risks 
policy can be broadened constantly to 
take in situations which do not make 
for heavy aggregate losses, but which 
do appeal to the public. (Incidentally, 
if the hypothetical all-risks dwelling 
policy ever comes into being, this por- 
tion of the coverage could well be 
taken from the personal property 
floater and made the exclusive prop- 
erty of the dwelling policy.) 





Undoubtedly, similar situations 
would develop under an_all-risks 
building policy. It would serve no 
point to try to guess them in advance, 
but they could surely be met and cor- 
rected as indicated. 


Probably the greatest argument for 
an all-risks building policy is that, 
by spreading coverages and_ risks 
around, it enables insurers to provide 
protection which has not proved feas- 
ible in policies covering a_ single 
peril. As a current illustration, bur- 
glary insurance underwriters are 
deeply concerned dver mysterious 
disappearance losses under residence 
and outside theft policies, but inland 
marine underwriters, getting a much 
larger premium and providing more 
comprehensive coverage on the same 
property under the personal property 
floater, do not seem at all bothered by 
them. 


The tempting speculation on an all- 
risks building policy is that it might 
make flood insurance feasible. Or 
rather, being an all-risks contract, it 
would naturally cover flood losses and 
thus give the average real property 
owner his first sound chance to get 
this protection. The obvious and un- 
answerable objection to flood insur- 
ance has been the proven fact of ad- 
verse selection—the people who 
bought flood insurance were all ex- 
posed to floods. Without a proper 
spread of risk, the companies were 
exposed to and actually suffered ca- 


tastrophic losses whenever a major 
flood occurred. The Mississippi Val- 
ley flood of 1925 and the Ohio Valley 
flood of 1936 were sufficient to 
“wash-out’’—literally—some cautious 
attempts at this underwriting. 


On the other hand, during all re- 
cent floods, fire insurance companies 
have paid many flood losses under 
comprehensive automobile _ policies 
and their inland marine departments 
have paid even more under personal 
property floaters and other all-risks 
marine policies. And there has been 
no apparent outcry to exclude the 
flood hazard from these contracts. 
Since they were all-risks policies, 
covering a multitude of other hazards 
and since they were carried by in- 
sureds all over the country, the risk 
was evenly spread and proved entire- 
ly feasible. It does not seem unreas- 
onable to assume that the same could 
be true of buildings. 


Even now, it is possible for a large 
corporation such as a chain store, 
with locations in many different local- 
ities, to obtain flood insurance, if it 
will agree to carry it at all locations— 
those in areas normally subject to 
floods and those far from rivers. 
While this obviously does the aver- 
age property owner no good, it does 
illustrate the spread of risk which is 
possible under an all-risk contract and 
which thereby makes it possible to 
cover a hazard not insurable under a 
named peril policy. 


It is also worthy of speculation 
whether the present demand for wave 
damage insurance on the Atlantic 
coast, with at least one large carrier 
offering to write it, may not turn into 
the same situation—be killed by ad- 
verse selection, but be feasible under 
an all-risks or comprehensive policy. 


The obvious objection to coverage 
such as this is that some allowance 
would have to be made in rate for the 
flood (or other non-universal ) hazard 
and that insureds not subject to flood 
damage should not be asked to pay 
for the risk of others exposed to it. 
The best answer to that objection 
seems to be that history indicates that 
insureds do not object if the factor 
in the rate is not too great. An anal- 
ogy may be found in the development 
of the extended coverage endorse- 
ment and its predecessor, the supple- 
mental contract, during the 1930's. 
There was the same debate over the 
inclusion of coverage against smoke 
damage. The objection then was that 
its principal cause was oil burners 
and insureds not having this form of 
heating equipment should not be 
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charged for it. In at least one im- 
portant territory, this portion of the 
coverage was left out for several 
years, for this reason. Meanwhile 
very little separate smoke damage in- 
surance was sold to insureds using 
oil burners, probably because they did 
not consider the risk worth the 
premium. Now smoke damage cover- 
age is in the extended coverage en- 
dorsement, losses are paid from time 
to time and nobody, insured or state 
supervising official, raises any objec- 
tion to it. 


It is true that the flood hazard 
causes more serious losses than that 
of smoke damage and that probably 
it would justify a greater loading in 
the rate of an all-risks dwelling policy 
than smoke damage insurance does in 
the extended coverage endorsement. 
The writer has no actuarial figures at 
hand, but until someone proves other- 
wise, he will stick to his belief that 
the spread would cut this loading 
down to a reasonable figure, even if a 
territorial allowance should be made. 
Once more, we will never know until 
someone tries on a reasonably large 
scale. Perhaps that trial is not too 
far off. 


Before leaving the flood feature, it 
should be admitted in fairness that 
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the flood danger is greater to build- 
ings than to automobiles and other 
personal property, for the obvious 
reason that there is always a chance 
of moving the latter away from rising 
waters. Despite this consideration, 
however, it still seems that a trial 
should be made before an all-risks 
building policy is written off as in- 
feasible. 


Of the other major hazards which 
would be included in an_all-risks 
building policy, most of them are al- 
ready insurable under separate or 
combination contracts. Fire insurance 
includes lightning damage and the ex- 
tended coverage endorsement includes 
windstorm, hail, explosion (except 
of steam boilers within the building), 
riot, civil commotion, aircraft and 
vehicle damage and smoke damage. 
Vandalism and = malicious mischief 
insurance can be added to the ex- 
tended coverage endorsement. Water 
damage insurance (other than flood) 
can be obtained either separately or 
as a part of a combination residence 
policy. Explosion of steam boilers 
can be written through the power 
plant department of a casualty com- 
pany. Earthquake insurance is car- 
ried generally on the Pacific coast 
and can easily be obtained anywhere 
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else in the country by anyone who 
wants it. Sprinkler leakage insurance 
is written freely on buildings equip- 
ped with automatic sprinklers. Bur- 
glary policies (and the personal prop- 
erty floater, in case of residences) 
cover damage to buildings from bur- 
glary, robbery and attempt at these 
crimes. Plate glass policies cover 
breakage of glass from any cause. 

Outside of the flood hazard, build- 
ing collapse is the only major risk to 
a building not insurable under stand- 
ard policies at present. Even this 
hazard has been insured occasionally 
under special contracts. 

Thus, the conclusion seems justi- 
fied that an all-risks building policy 
would cover, in addition to perils now 
insurable, only flood and_ collapse 
damage—plus, of course, the more or 
less unpredictable “unknown hazard.” 
How substantial this would be can 
probably be told only by experience. 
It might be troublesome as to small 
losses, though scarcely not as to large 
ones. Barring the occasional story- 
book case of unknown persons tear- 
ing down a house while the owner is 
away, the mysterious disappearance 
hazard seems to be absent, except for 
petty losses of equipment and the like. 
It is entirely conceivable that exper- 

(Continued on Page 23) 
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COMPLETE BAR PROGRAM 


The program for the annual meet- 
ing of the insurance section of the 
American Bar Association —to be 
held Dec. 16-19, at Cincinnati, Ohio 
—has been announced as virtually 
completed. Henry S. Moser, Chicago, 
is the present chairman of the section. 


Among featured addresses at the 
meeting will be those of Robert E. 
Dineen, New York state superinten- 
dent of insurance, Prof. Ralph H. 
Blanchard of Columbia University, 
and J. Roth Crabbe, Columbus, for- 
mer Ohio superintendent of insur- 
ance. 


Among the other speakers will be: 
Kenneth R. Thompson, New York, 
“Workmen's Compensation and Avi- 


ation Insurance Law’; George W. 
Orr, New York, “New Trends in 


Aviation Law”; Raymond A. Smith, 
Council Bluffs, Iowa, “Liability Be- 
yond Policy Limits’; Chase M. 
Smith, Chicago, “Pending Federal 
Aviation Insurance Legislation in 
Congress”; Andrew W. Parnell, Ap- 
pleton, Wis., “Comprehensive Cover- 
age”; John W. Fletcher, New York, 
“Liability of Bailee and His Insur- 
ers”; Dr. Sumner L. Koch, Chicago, 
“Treatment of Open Wounds” ; Louis 
Woodward, Louisville, Ky., “Death 
or Injury in Battle as Due to Acci- 
dent or Accidental Means’; Carl C. 
Jones, Concord, N. H., “Exculpatory 
Provisions vs. Lessor’s Negligence” ; 
E. W. Sawyer, New York, “A Pro- 
gram Under Public Law 15”; How- 
ard L. Smith, Tulsa, Okla., ‘‘Perma- 
nent Disability as a Proper Subject 
of Declaratory Judgment Action” ; 
Richard H. Hollenberg, Philadelphia, 
“Is a Uniform Statute on Insurable 
Interest Re Life Policies Desir- 
able ?”’; George C. Bunge, Chicago, 
“Inventory Shortages — _ Fidelity 
Bonds and Insurance” ; John S. Ham- 
ilton, New York, “Developments in 
Casualty Insurance”; Clarence B. 
Runkle, Los Angeles, “Commercial 
Frustration as a Defense in Contract 
Cases”; and W. C. Ropiequet, St. 
Louis, “Street Accidents Compen- 
sable Under Workmen’s Compensa- 
tion Acts.” 


Committee chairmen will report de- 
velopments in the following special 
fields of insurance law: automobile, 
aviation, casualty, fire, life insurance, 
fidelity and surety, health and acci- 
dent, marine and inland marine, in- 
surance law practice and procedure, 
regulation of insurance companies, 
workmen’s compensation and emplo- 
ers’ liability, and insurance affairs of 
members of the armed forces. 
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HAUGH ELECTED 


Charles J. Haugh, secretary of the 
compensation and liability department 
of the Travelers Insurance company, 
Hartford, Conn., was elected presi- 
dent of the Casualty Actuarial Society 
at the annual meeting of that organ- 
ization held in New York on Nov. 16. 
It was the first meeting which had 
Leen held in two years. 


New vice-presidents chosen were 
James M. Cahill, National Bureau of 
Casualty and Surety Underwriters, 
New York, and Harry V. Williams, 
Hartford Accident and Indemnity 
company, Hartford, Conn. Four new 
directors were elected: Arthur E. 
Cleary, Massachusetts Insurance De- 
partment, Boston; Russell P. God- 
dard, American Mutual Liability In- 
surance company, Boston; Rainard 
B. Robbins, Teachers’ Insurance and 
Annuity Association, New York; and 
Nels M. Valerius, Aetna Casualty 
and Surety company, Hartford, Conn. 
Re-elected were secretary-treasurer 
Richard Fondiller, New York con- 
sulting actuary, editor Emma C. May- 
crink, Association of New York State 
Mutual Casualty Companies, New 
York, and librarian Thomas O. Carl- 
son, National Bureau of Casualty and 
Surety Underwriters, New York. 


Seven papers were presented at the 
meeting. They were: “Developments 
Under the New Legal Environment 
of Insurance,” Harold J. Ginsburgh, 
American Mutual Liability Insurance 
company, Boston ; ““Non-Random Ac- 
cident Distribution and the Poisson 
Series,” Ensign John.Carleton, U. S. 
N. R.; “A Generalized Theory of 
Credibility,” Arthur L. Bailey, Amer- 
ican Mutual Alliance, New York; 
“Valuation of Non-Cancellable Acci- 
dent and Health Insurance Policies,” 
Stuart F. Conrod, Loyal Protective 
Life Insurance company, Boston; 
“The Actuary as a Consultant,” Jack 
J. Smick, National Council on Com- 
pensation Insurance, New York; 
“Pure Premium Trend in Workmen’s 
Compensation,” Russell P. Goddard, 
American Mutual Liability Insurance 
company, Boston; and “Further 
Tables Adopted for Machine Com- 
putation,” Francis S. Perryman, Roy- 
al Indemnity company, New York. 


Ernest Holzinger, of the Pension 
Planning company, New York, hav- 
ing passed the examinations, was en- 
rolled as an associate in the Society. 
His admission brought the member- 
ship to 277, of which 154 are fellows 
and 123 associates. 





AGENTS’ COMMITTEES 


A new committee known as the Ci- 
tation committee, charged with the re- 
sponsibility of selecting individuals 
who make outstanding contributions 
to the advancement of the mutual in- 
surance agency business during the 
year, has been announced by W. Em- 
mert Swigart, Huntingdon, Pa., presi- 
dent of the National Association of 
Mutual Insurance Agents. Chairman 
is John R. Chappell, Jr., Richmond, 
Va. Serving with him are Russell 
Davis, Columbus, Ohio, and Floyd H. 
Craft, Greensboro, N. C. Other com- 
mittees of the Association for the 
coming year are: 

Executive — Joseph E. Magnus, 
Chicago, IIl., chairman; Sam Chand- 
ler, Macon, Ga.; W. H. Howatt, 
Springfield, Mass.; J. C. McGee, 
Jackson, Miss.; Russell Davis, Co- 
lumbus, Ohio; J. Wayne Barker, 
Nashville, Tenn.; John H. Kroll, 
Washington, D. C.; Chester C. Jen- 
nings, Baltimore, Md.; Corey G. 
Hunter, Moravia, N. Y.; J. M. Zach- 
ary, Greenville, S. C.; C. M. Boteler, 
Washington, D. C. 

Automobile Financing—J. R. Chap- 
pell, Jr., Richmond, Va., chairman ; 
Lt. Hugh H. Murray, Jr., Raleigh, 
N. C.; Joseph E. Magnus, Chicago, 
Ill. 

Company Relations—B. F. Thomp- 
son, New Haven, Conn., chairman; 
Russell Davis, Columbus, Ohio ; Law- 
rence Murray, Columbus, Ga. ; Elliott 
P. Curtiss, Stratford, Conn.; C. M. 
Westbrook, Charlotte, N. C. 

By-Laws—J. F. Minor, Charlottes- 
ville, Va., chairman; J. Wayne Bar- 
ker, Nashville, Tenn. ; Corey G. Hun- 
ter, Moravia, N. Y. 

Agency Management — J. Wayne 
Barker, Nashville, Tenn., chairman ; 
John H. Kroll, Washington, D. C.; 
Lt. Hugh H. Murray, Jr., Raleigh, 
a. %. 

Resolutions — George F. Jones, 
Charlotte, N. C., chairman; J. C. Mc- 
Gee, Jackson, Miss.; Sam Chandler, 
Macon, Ga. 


Agency Qualification Laws—Rich- 
ard K. Palmer, Keene, N. H., chair- 
man; Ben G. Sager, Cleveland, Ohio ; 
J. Wayne Barker, Nashville, Tenn. 


Membership—E. F. Wright, Val- 
ley Stream, N. Y., chairman; J. C. 
McGee, Jackson, Miss.; C. H. Lit- 
aker, Charlotte, N. C.; Joseph E. 
Magnus, Chicago, IIl.; J. M. Zachary, 
Greenville, S. C.; H. C. Fenno, Phila- 
delphia, Pa. 

Selected as councillor to the Cham- 
ber of Commerce of the United States 
was Emmett F. Thompson, St. Louis, 
Mo. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period from October 1, 1945 through October 31, 1945 











741, CHAMBER OF COMMERCE. The insurance committee 
of the Chamber of Commerce of the United States has 
approved a resolution urging that the Federal gov- 
ernment adopt a lending policy which will require 
that any marine insurance on American exports, 
which are purchased with funds loaned by the United 
States government, be placed in the United States, 
unless it appears that such insurance is not avail- 
able here on reasonable terms and conditions. It 
has been pointed out that the Export-Import Bank is 
making unsecured loans to foreign governments to be 
used for the purchase of goods in this country, and 
that the foreign governments have arranged to have 
marine insurance on the exports placed in their own 
market and in London to the complete exclusion of 
‘merican companies. Under the plan advocated by 
the committee such marine insurance companies of 
foreign countries as are entered to do business in 
the United States would get their normal share of 
this insurance. An additional amount would go to 
the London market as reinsurance, so that it is not 
considered that the American insurers are seeking 
any unfair advantage. 


742, NEW JERSEY AGENTS. Henry D. Bean, Haddon- 
field, N. J., was unanimously reelected president 
of the New Jersey Association of Mutual Insurance 
Agents at the recent annual meeting. H. R. Free- 
ston, Newark, was reelected secretary and Harvey 
H. Smith, Oaklyn, was reelected treasurer, both by 
unanimous vote. Henry D. Bean, Edgar D. Smith, and 
J. Charles Petri were named to three-year terms as 
directors of the association. 


743, IOWA HARDWARE BUILDING. Plans have been con- 
pleted for the remodelling of the former Mason 
City, Iowa, public library building as a new home 
office building for the Iowa Hardware Mutual In- 
surance Company of that city. Long negotiation for 
the purchase of the structure ended several weeks 
ago. Also housed in the building will be offices 
of the Iowa Retail Hardware Association. 


744, FIRE MARSHAL SCHOOL. An intensive school for 
training of deputy fire marshals, conducted under 
the direction of Florida Insurance Commissioner J. 
Edwin Larson at Jacksonville, has received wide 
commendation. Subjects discussed were preserva- 
tion of arson evidence, meanings of smoke marks and 
ashes, evidence of arson, tying in of corpus de- 
licti with suspects, and pyromania. 


745, TRAFFIC SAFETY. The annual campaign of the 
National Safety Council to reduce holiday accidents 
has been inaugurated with the slogan "For. A Merry 
Christmas--Avoid Holidaynger." The Council points 
out that in the period between Pearl Harbor and V-J 
Day there were 355,000 persons killed and some 36,- 
000,000 injured as against total military casual- 
ties--killed, wounded, missing and prisoners--of 
1,070,524. The traffic accident toll alone for the 
period was 94,000 killed and 3,300,000 injured, 
while the toll in home accidents alone was 118,000 
killed and 17,500,000 injured. More than 1,250,000 
of the injuries involved some degree of permanent 
disability. 


746, WISCONSIN AGENTS. More than 350 agents and 
company officials attended the recent series of 
regional meetings for mutual fire insurance agents 
held at Madison, Fond du Lac, and Manitowoc, Wis- 
consin. The meetings were sponsored by the agency 


companies of the Wisconsin Federation of Mutual In- 
surance Companies and by the Wisconsin 1752 Club, 
field men and adjusters' organization. 


747, GASOLINE RATIONING CREDITS. Withdrawal of in- 
surance rate credits based upon the type of gaso- 
line ration card held by the insured has been an- 
nounced in the following decision of the State of 
New York Insurance Department: "Under date of Aug. 
9 and Aug. 31, 1945, the National Automobile Under- 
writers Association submitted filings proposing to 
withdraw the gasoline rationing credits which have 
been in effect since Dec. 1, 1942, as set forth in 
special blue page 144 of the manual. These credits 
have been applied to private passenger collision 
premiums as follows: 20% for assureds holding only 
A cards, or D cards for motorcycles, 10% for as- 
sureds holding B cards, or supplemental cards for 
motorcycles. Upon discontinuance of the rationing 
of gasoline by regulations of the OPA in Aug., 1945, 
the limitation with respect to mileage and use of 
automobiles, by reason of such rationing, was re- 
moved. The holding of A and B cards cannot now be 
used as a basis of classification for differentials 
in rates. As of Jan. 31, 1945, this Department ap- 
proved a filing of the NAUA which had the effect of 
increasing collision premiums on private passenger 
cars in this state. The increase averaged about 
33%. The Department is now confronted with a fur- 
ther filing which would have the effect of adding 
20% for former A card holders and 10% for former B 
card holders. The Department is reluctant to re- 
move these credits in view of the present increase 
in rates as it means an additional premium for for- 
mer holders of A and B ration cards. However the 
Department finds itself in the anomalous position 
of allowing a credit for a classification that is 
now non-existent so that it has no alternative ex- 
cept to accept the filing. The figures for the 
year ending Aug. 31, 1945, have now been collected 
by the NAUA, and are presently being compiled and 
will be submitted to this Department the early part 
of December, at which time they will be carefully 
analyzed and rate adjustments made if necessary. 
The filing is accepted with instructions to the 
NAUA to accelerate the introduction and use of its 
new statistical plan so that this devartment will 
have the benefit of adequate statistical data to 
support any future rate filing. The Department 
also suggests the logic of adopting for collision 
insurance a classification of risks differentiated 
by mileage and use of automobiles somewhat along 
the lines used in liability insurance for private 
passenger cars. 


748, JOHN W. OTT DIES. John W. Ott of Detroit, as- 
sistant vice-president of the Michigan Mutual Lia- 
bility company, died Nov. 13, after several months 
of illness. He had spent most of his life in the 
insurance business, having been associated contin- 
uously with the compensation sales department of 
the Michigan Mutual Liability Company since 1931. 
He was 53 years old. 


749, ILLINOIS FIRE POLICY. The 1943 New York 
standard fire insurance policy has been prescribed 
as the Illinois standard effective Jan. 1, 1946, by 
Illinois Insurance Director Parkinson. Amendment 
of the Illinois insurance code last spring gave the 
director power to prescribe a mandatory form. I1li- 
nois was the last state to continue using the old 
form of 1918 New York standard policy. 








12—-November, 1945 


750, FACTORY MUTUALS TAX. The Factory Mutual con- 
panies have effected a settlement of their contro- 
versy over the payment of premium and privilege 
taxes in the state of Mississippi. Taxes for the 
past six years were sought. It was found that ten 
of the companies had done no business in the state 
during that period, and a total tax of $7,404 was 
agreed upon. It was agreed that hereafter the 
Firemen's Mutual Insurance Company would be the 
only one of the group to write business in Missis- 
sippi. 


751, ASSIGNED RISKS. The voluntary assigned risk 
plan for workmen's compensation in Minnesota has 
shown a loss ratio of 56.1 over a period of fourteen 
years, and on an earned premium volume of $1,125,- 
806, according to the report of general manager 
James F. Reynolds of the Minnesota Compensation 
Rating Bureau. Earned premium trend was generally 
downward, while the loss ratio fluctuated between 
42% and 69.4%. 


752, DEFENSE PLANT CORPORATION. A warning against 
writing Defense Plant Corp. risks at a 10% discount 
from manual rates, as has been done in the past, has 
been issued by Commissioner Forbes of Michigan. 
The Commissioner asserts that this constitutes a 
violation of anti-discrimination provisions, and 
that if the reduction ever had been justified, asa 
war measure, it should not be condoned now. He 
pointed out that some DPC plants are being leased 
to private concerns and to allow insurance to be 
written at a discount in such cases would qualify 
as discrimination against competitors owning their 
own plants. 


753, WISCONSIN HOSPITAL PLAN. A voluntary plan of 
prepaid insurance for surgical and hospital care, 
in which seven insurance companies will cooperate, 
was announced by the house of delegates at the an- 
nual meeting of the Wisconsin State Medical Society 
in Milwaukee. It is expected to go into effect 
around the first of the year. The insurance con- 
panies cooperating in the project are the Employers 
Mutual Liability, Hardware Mutual Casualty. Liber- 
ty Mutual, Lumbermen's Mutual Casualty, Old Line 
Life, Time, and the Wiscuusin National Life. The 
plan will grant complete surgical care and associ- 
ated services on a prepaid basis. Franchise group 
coverage is provided for groups of less than ten 
persons, and insurance may also be purchased by 
individuals for their families. 


754, WATSON RETIRES. John E. Watson, chief of the 
mutual and fraternal division of the New York state 
insurance department, retired from service Oct. 31. 
He was appointed an examiner in the department in 
1909, served later in the fire and marine bureau, 
and after having become a certified public account- 
ant in 1912 was made assistant chief of the casualty 
bureau. He was responsible for many innovations 
in casualty examination procedure, and his sugges- 
tions weighed heavily in the form of examination 
report now used. He left the casualty bureau in 
1938. 


755, ERRORS AND OMISSIONS FORM. An errors and 
omissions form for banks financing automobiles has 
been approved by the National Automobile Underwrit- 
ers Association. The form protects banks against 
loss from lapses or failure to provide insurance on 
financed cars, and follows closely the language of 
fire insurance forms used for mortgages on real 
property. The new form had been expected for some 
time, because of the obvious need for it and some 
companies had already issued similar special con- 
tracts. Although intended primarily for banks, its 
use is not restricted to these institutions, and 
the coverage may be written for any organization 
interested in automobile financing. 


756. ARMY AVIATION REPORT. Errors on the part of 
pilots are a factor in 80% of the accidents in which 
U. S. Army liaison-type planes in this country are 
involved, according to a study released by the Army 
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Air Forces. The study analyzed 2,400 accidents 
and covered more than 2,000,000 hours of flying 
time. Errors by ground personnel were a factor in 
21% of the accidents, while equipment failure was 
involved in 22%. Power plant failure was an acci- 
dent cause in 13% of the cases. More than 80% of 
the pilots had had less than five hours experience 
in flying this particular type of plane, while the 
next highest accident group was that of pilots with 
between 100 and 200 hours such air experience. 


757, BLANCHARD REPORT DUE. The report upon accident 
and health insurance which Prof. Ralph H. Blan- 
chard, Columbia University, has had in preparation 
for some time, is expected soon to be made public 
by the Social Security Board. It is understood to 
cover the period 1938-1942, with some later data, 
and to deal with such matters as types of companies, 
types of insurance, coverage, expenses and costs, 
and claim rates, and will likely be released in 
several sections. The study was authorized by the 
Social Security Board several years ago, after 
Prof. Blanchard had been agreed upon as satis- 
factory both to the government and to the insurance 
interests involved, but the project was sidetracked 
to a certain extent by war-time conditions. 


758, AUTO ACCIDENT ANALYSIS. The analysis of deaths 
from motor vehicle traffic accidents recently made 
by the Bureau of the Census shows 8,150 such deaths 
during the first half of 1945 as against 7,708 for 
the corresponding period of 1944, an increase of 
6%. Fatalities from non-traffic motor vehicles, 
such as those occurring on private property, were 
273, a decrease of 20% for the corresponding period 
of 1944. Three-fifths of the fatalities occurred 
in rural or small-town areas, although such areas 
showed a 3% decrease aS against a 19% increase in 
urban areas. 


759. NORTH CAROLINA RATING BUREAU. The new North 
Carolina fire insurance rating bureau, authorized 
at the 1945 session of the North Carolina legisla- 
ture, is expected to begin operations Dec. 1. It 
will fix rates and make rules and regulations, sub- 
ject to review by the state insurance commissioner. 
He may request the bureau's governing board at any 
time to investigate the necessity for increasing or 
reducing rates. The commissioner has had no power 
in the past to alter rates. Headquarters are to be 
in Raleigh, with the possibility that branches will 
be established elsewhere. An interim governing 
board has been named, composed of representatives 
of four domestic and eight outside companies. It 
will serve until Oct., 1946, will elect a chair- 
man, and will pass on a constitution and by-laws 
already approved by Insurance Commissioner Hodges. 
There will be an executive committee of nine mem- 
bers. 


760, MISSOURI COMMISSIONER. Owen G. Jackson, Web- 
ster Groves, has succeeded E. L. Scheufler as super- 
intendent of insurance of Missouri. The new commis- 
sioner is a St. Louis attorney who has been practic- 
ing law since 1910. He has been active in Democratic 
party circles for many years, and is a former chair- 
man of the St. Louis county board of election commis- 
Sioners. Glenn D. Evans, director of the insurance 
and workmen's compensation department of the Asso- 
ciated Industries of Missouri, St. Louis, has been 
appointed deputy superintendent. 


761, CPCU OFFICERS. A. J. Wohlreich, Newark, N. J., 
was elected president of the Society of Chartered 
Property & Casualty Underwriters at the annual meet- 


aoe of that organization held recently in New York 
ity. 


762, ILLINOIS ADMINISTRATOR. Don Chamberlain, 
Springfield newspaper man, has been appointed by 
secretary of state Edward J. Barrett to head the new 
division of his office that will administer the 
Illinois financial responsibility law which goes 
into effect Jan. 1, 1946. Benjamin T. Donne, Spring- 
field, was named assistant director. 











oOo Hol Hnovursict=! 


em nA woe Tt rs’ Se! 


— emp of we sc. 12.08 ao & 





JouRNAL utr AMERICAN INSURANCE 


763. SAWYER RESIGNS. E. W. Sawyer, attorney for the 
National Bureau of Casualty & Surety Underwriters, 
New York City, resigned Nov. 15, to enter the private 
practice of law. He had previously served as an at- 
torney for the Liberty Mutual Insurance Company, 
Boston. For a number of years he was well known in 
insurance association circles for his work upon 
standardization of forms. 


764, ARIZONA RATING LAWS. The Arizona insurance de- 
partment has advised casualty insurance companies 
that despite the repeal of the casualty insurance 
rating law at the recent special session of the 
Arizona legislature, the law remains in effect until 
Dec. 31, 1945, and compliance with its filing and 
other provisions is necessary. The Arizona fire in- 
surance law never went into effect. 


765. IOWA MUTUAL CHANGES. The Iowa Mutual Insurance 
Company and Iowa Mutual Casualty Company, of DeWitt, 
Ia., have appointed Ralph H. Redus as statistician, 
and J. H. Chapman as resident manager for Illinois. 


766, MASSACHUSETTS AUTO RATES. A return to the pre- 
war basis of making automobile insurance rates has 
been instituted by Commissioner Harrington in pre- 
paring tentative compulsory automobile liability 
rates for 1946. The rates were recently announced. 
The separation of cars into light, medium, and heavy 
classifications for rating purposes, as well as the 
gasoline ration card basis has been abandoned in 
making the new rates. 


767. MASSACHUSETTS COMMITTEE. The committee ap- 
pointed by the last session of the Massachusetts leg- 
islature to investigate insurance rate-making leg- 
islation has organized, with Charles Innis as chair- 
man and Joseph Humphreys as secretary. It is charged 
with reporting its findings and recommendations in 
March, and it is expected that dates for hearings 
will be announced within the next few weeks. 


768, STATE FARM COMPANIES BUILDING PLANS. The State 
Farm Insurance Companies, Bloomington, Ill., have 
announced plans for the erection of a $500,000 build- 
ing at Berkeley, Cal., to house their Pacific Coast 
offices, and for a $400,000 addition to their home 
office building at Bloomington. The site just ac- 
quired for the Berkeley building faces City Hall 
Plaza. The home office addition will give the con- 
panies a 13-story office building a block long. 


769. JAMES A. BEHA DIES. James A. Beha, former 
superintendent of insurance of the State of New 
York and in recent years a prominent New York City 
insurance attorney, died suddenly in his home there 
on Nov. 14. He was 65 years old. Born in Constable- 
ville, N. Y., July 13, 1880, Mr. Beha was admitted 
to the New York state bar in 1906. Gov. Smith ap- 
pointed him superintendent of insurance in 1924, and 
he served in that post with distinction until 1928. 
Until 1937 he served as counsel for the National 
Bureau of Casualty & Surety Underwriters and the 
Association of Casualty & Surety Executives. Since 
his retirement from these posts he had built a large 
law practice. 


770. CANADIAN COMMISSIONERS. Arthur S. Barnstead, 
Nova Scotia, was elected president of the Associa- 
tion of Superintendents of Insurance of the Prov- 
inces of Canada at the annual meeting of that body 
held recently in Quebec. Herbert Hunter, Manitoba, 
was named vice-president, and Roy B. Whitehead, On- 
tario, was chosen secretary. It was the first such 
meeting at which all nine provinces were represent- 
ed. George La France, Quebec superintendent of in- 
surance and outgoing president, presided over the 
sessions. Principal topic under discussion at the 
gathering was the proposed general revision of uni- 
form provincial non-life insurance legislation de- 
signed to make important changes in definitions of 
classes of insurance and deposits, in order to per- 
mit carriers greater freedom of contract. No leg- 


November, 1945—13 





islation is to be recommended this year, but a new 
non-life insurance code recommended by the organ- 
ization for adoption by all provinces is expected 
to be forthcoming within the next two years. 


771, PACIFIC CPCU CHAPTER, The Society of Charter- 
ed Property and Casualty Underwriters has approved 
the formation of a Pacific Coast chapter. Presi- 
dent will be Walter W. Bennett, a director of the 
national organization and a University of Cali- 
fornia instructor. Robert L. McWilliams is vice- 
president, and Rees E. Roston secretary-treasurer. 


772, CROP INSURANCE. Connection of Herman L. 
Ekern, Chicago attorney, with the Federal Crop In- 
surance Corporation as consultant on all phases of 
underwriting crop insurance, terminated on Nov. 26, 
according to Carl Wright, the organization's presi- 
dent. No successor will be named. 


773. WAR SHIPPING ADMINISTRATION. The Great Lakes 
Marine Underwriters Syndicate will be reinsured 
100% by the War Shipping Administration on hull 
risks of lake vessels carrying coal to the upper 
lakes after Nov. 30, it has been announced. Hulls 
will be insured at the normal summer rates, but 
cargo insurance will not be involved. Normally 
summer rates on lake navigation end Nov. 30, with 
higher rates then going into effect. 


774, INSURANCE OF MORTGAGED PROPERTY. The right of 
the mortgagor to arrange for the insurance on mort- 
gaged property, as against the contention of the 
mortgagee that the arrangement of insurance was the 
lender's privilege, has been upheld in the Arkansas 
Supreme Court in the case of Guardian Company v. 
Cleveland & Company. 


775, LUMBERMENS MUTUAL CHANGES. Election of N. C. 
Flanagin as vice-president and appointment of Chase 
M. Smith as general counsel of Lumbermens Mutual 
Casualty Company, Chicago, was announced by Presi- 
dent H. G. Kemper following a meeting of the com- 
pany's board of directors. The new vice-president 
only recently returned to his post after two and 
one-half years of active duty as a lieutenant in 
the U. S. Navy. He has been connected with the Ken- 
per organization since 1934, having formerly serv- 
ed as advertising manager. The new general counsel 
joined the Kemper organization in 1920, and was 
active in building the National Retailers Mutual 
Insurance Company while serving as secretary, a po- 
sition he still holds. He became counsel for Lun- 
bermens Mutual Casualty and affiliated companies 
in 1935. He is a member of the American Bar Asso- 
ciation, Illinois State Bar Association, and Chi- 
cago Bar Association, vice-president of the Illi- 
nois Chamber of Commerce, and a member of the fire 
insurance section of the insurance committee of the 
Chamber of Commerce of the United States. 


776. TEXAS COMPENSATION HEARING. Notice has been 
given by the Board of Insurance Commissioners of 
the State of Texas that a public hearing will be 
held at Austin on Dec. 14 to consider the follow- 
ing matters relating to workmen's compensation in- 
surance: annual revision of workmen's compensation 
rates; employers' liability and occupational dis- 
ease written in conjunction with compensation in- 
surance; amendment of the rule making contract ste- 
vedoring risks subject to experience rating plan; 
interstate writing and interstate rating; sugges- 
tions to revise basis of determining premium on 
pulpwood classification, Code 2705, from a payroll 
basis to a per cord basis; tomato packing; basis of 
premium; and erection of classification for manu- 
facture of pre-fabricated dwellings, The notice 
stated that it will be impossible to compile data 
and hold a hearing before promulgating rates in 
time for a Jan. 1, 1946, revision. Carriers will 
be permitted to proceed with the issuance of Janu- 
ary policies. 
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777, NEW HAMPSHIRE AUTO RATES. Donald Knowlton, 
New Hampshire State Insurance Commissioner, has an- 
nounced tnat the wartime method of rating policies 
for liability insurance on private passenger auto- 
mobile bodily injury and property damaze coverage 
is being discontinued as of Dec. 1. This rating 
procedure was based on the type of rationing card 
held by the insured. All new and renewable poli- 
cies will be written at one standard rate known as 
the 1945 automobile rate, which represents a de- 
crease of some 6% from the pre-war rate for bodily 
injury liability insurance. The premium will be 
adjusted to the nearest even dollar. He cautioned 
the public that it may not be possible to maintain 
this savings, however, with an increase necessary 
if there is a bad future loss record in the state 
over a sufficient period of time. In view of the 
condition of the cars now on the road and the in- 
creasing number of automobile accidents, he gives 
it as his opinion that the trend may call for a rate 
increase, and that much depends upon the motorist 
keeping accident frequency down. He urged all driv- 
ers to exercise great care in order that loss of 
life and damage to property may be lessened. The 
insurance department ordered the new liability 
rates, according to a statement by the commission- 
er, only after giving careful consideration to a 
new classification rating plan which was proposed 
by the companies and which has been introduced in 
a number of states. It was held that the classifi- 
cations of the plan were such that it would be dif- 
ficult to determine fairly the proper class into 
which an individual should be put, and it was felt 
that inequitable rating among assureds would result 
in many cases. The rates provided by the proposal 
were held to be based primarily on judgment as to 
what experience would be in the future rather than 
upon accurate statistical data. 


778. INSURANCE STORES. Both the Liberty Mutual In- 
surance Company and the Lumbermens Mutual Casualty 
Company and affiliates have signified their inten- 
tion of attempting the novel expedient of opening 
"insurance stores" in the Chicago area. The Liber- 
ty plans to open an Evanston, I1ll., insurance store 
Dec. 1, which will handle the sale and servicing of 
personal lines of insurance on an over the counter 
basis. The Kemper companies, of which the Lumber- 
mens is one, announces that it has arranged with 
several agents in Illinois to open such stores as 
a laboratory test to determine whether its agents 
will be justified in following this type of pro- 
cedure generally throughout the United States. 
Emphasis at first will be upon automobile insurance 
under the new Illinois Safety Responsibility Law, 
but other lines will be written. The Liberty open- 
ed its first experimental store at Hempstead, N. 
Y., and recently opened another in White Plains, 
N. Y. Present plans call for opening of additional 
locations shortly in Madison, Wis., and Oak Park, 
zsa- 


779, WASHINGTON STATE INSURANCE. The policy adopt- 
ed in the past by the State of Washington of carry- 
ing fire insurance on many of its properties, in- 
cluding the heavy values involved in the stocks of 
the monopolistic state liquor board, is being dis- 
continued, according to an announcement of the 
state administrative board. The governor, state 
treasurer, and director of finance are members of 
the board, which said that some types of coverage 
will be continued but that fire insurance is not 
one of them. The state's retiring director of 
finance, Rogan Jones, stated recently that the ad- 
ministrative board was studying the state's entire 
insurance program, and indicated that there was 
an inconsistency in insuring some properties and 
in not insuring others. The board will review 
every item of fidelity coverage. It has recommend- 
ed that all state employees be protected by monopo- 
listic state workmen's compensation insurance. 


780, INDEPENDENT INSURERS ORGANIZE. Henry Moser, 
counsel of the Allstate Insurance company, Chi- 
cago, was elected president of the National Asso- 
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ciation of Independent Insurers, which held its 
first annual meeting at Chicago on Nov. 14. Chosen 
vice-president was Irving S. Markel, vice-presi- 
dent of the American Fidelity & Casualty, Richmond, 
Va. William C. Searl, secretary of the Auto Owners 
Insurance Company, Lansing, Mich., was named secre- 
tary. Treasurer is E. A. Meyers, counsel of the 
State Farm Mutual Automobile Insurance Company, 
Bloomington, Ill. The governing committee includes 
representatives of the following companies: All- 
state; American Fidelity & Casualty; Keystone 
Mutual Casualty; State Farm Mutual Automobile; 
Farm Bureau Group; Auto Owners; Inter-Insurance Ex- 
change of Chicago Motor Club; Detroit Automobile 
Inter-Insurance Exchange; Detroit and State Auto- 
mobile Insurance Association. 


781, IOWA AGENTS. The officers and directors of 
the Iowa Association of Mutual Insurance Agents 
held their semi-annual meeting at Marshalltown, 
Iowa, recently to make plans for the organization's 
first state convention. Plans were developed for 
holding a one-day session at Des Moines April 8. 


782, FINANCED MOTOR VEHICLES. The Pennsylvaria In- 
surance Department has rescinded its rulings of 
1938 regarding insured financed motor vehicles, and 
has substituted the following regulations effective 
Jan. 1, 1946: Insurance policies must name the own- 
er and lessor as well as the purchaser and lessee 
as insured. The purchaser and lessee must be furn- 
ished a policy or certificate insuring him for ex- 
actly the same coverages as are granted the owner 
and lessor. The policy or certificate must specify 
the itemized and the total premiums for the cover- 
ages insured. The coverages granted at the rates 
named in the policy or certificate must be identi- 
cal with those made available by the insurer in a 
rate schedule on file with the Insurance Depart- 
ment. The equity of the purchaser of a motor ve- 
hicle in any unearned or return premium, or divi- 
dend, or any loss payable on such policies or cer- 
tificates must be protected by the insurer. Pay- 
ments made and checks drawn by the insurer shall be 
made and drawn to both owner and lessor and pur- 
chaser and lessee unless the interest of one or the 
other has been terminated to the satisfaction of 
the interest eliminated or following necessary le- 
gal procedure. 


183. MICHIGAN RULING. Insurance Commissioner David 

Forbes of Michigan has disapproved a proposed 
riline of an optional instalment premium endorse- 
ment plan which would amount to a substantial de- 
viation from manual fire rates. The filing was 
sought by the North America companies. The Michi- 
gan commissioner explained that a review of exper- 
‘lence under fire rate deviation filings in the 
state had indicated it would be unwise to approve 
an extension of such programs at present. He said 
the department's study had uncovered experience 
indicating the possibility that such rates are not 
reasonable and in accord with the provisions of 
fire insurance rating laws. He expressed the be- 
lief that fire rate deviations now on file in Mich- 
igan should be adjusted after a review of the fire 
underwriting experience in the state for 1945, and 
other proper experience periods. 


784, INSURANCE ADVISERS. County commissioners were 
held to have no authority to appoint a committee of 
insurance advisers whose members are to serve for 
a longer term than the commissioners appointing 
them, it is held in an opinion rendered by Attorney 
General Smith Troy of Washington. It is reported 
that the ruling grew out of the action of the Spo- 
kane county commissioners in adopting a resolution 
whereby a committee would be appointed, with memn- 
bers serving for one, two, and three years, and re- 
ceiving as "salary" the writing of certain county 
insurance. He held the resolution also void under 


a Statute forbidding the giving of any benefit that 
does not appear on the face of the policy. 








toe 


Oo:ion- 


1@ir-ODt Qe 


an» 


a n-~ 





JOURNAL OF AMERICAN INSURANCE 


November, 1945—15 


. . » . 
Insurance Commissioners’ Meeting 


CONSIDERABLE clearing 

of the air upon the knotty 

question of what legislative 
action should be taken by the states 
in order to bring regulation of insur- 
ance more nearly into line with what 
Congress believes regulation of in- 
surance by the states should be is 
hoped by the entire insurance indus- 
try to prove the result of the four- 
day meeting of the National Associa- 
tion of Insurance Commissioners 
which opens at Grand Rapids, Mich., 
on Dec. 2. 


Since passage of Public Law 15 
by Congress, under which the regu- 
latory authorities of the states and 
the business of insurance have been 
given, in effect, an ultimatum to 
change the pattern of regulation and 
operation, there have been meetings 
too numerous to mention between in- 
surance commissioners, and groups 
and committees representing various 
sections of the insurance industry. A 
tremendous amount of study and dis- 
cussion of the problems involved has 
been carried on, and the consensus is 
that now there is a possibility of a 
showdown on the divers proposals 
which have been advanced. 


The program for the meeting, re- 
cently announced, reveals that there 
have been scheduled in advance four 
general sessions of the Association, 
two meetings of the executive com- 
mittee, and one meeting of the im- 
portant committees on federal legis- 
lation, and rates and rating. 


The executive committee will hold 
its first meeting on Dec. 2, under the 
chairmanship of Thompson of Ore- 
gon, for the purpose of receiving re- 
ports of sub-committees. Its second 
meeting will be held on Dec. 5, and 
will again be devoted to reports of 
sub-committees, and to consideration 
of the time and place of the Associa- 
tion’s June meeting. 


The joint meeting of the commit- 
tees on federal legislation, and on 
rates and rating, which have identical 
membership, will meet under the 
chairmanship of Harrington of Mas- 
sachusetts on Dec. 4, but have pub- 
lished no agenda of the business to be 
discussed. Since these have been the 
committees charged with the major 
responsibility for the changes sought 
in regulatory practices, and since their 
work is regarded as well advanced, 
there is regarded to be a possibility 
that model legislative enactments to 
be suggested to the states may be 
ready for unveiling. 








McCORMACK OF TENNESSEE 


The first of the convention’s gen- 
eral sessions will be held on Dec. 3, 
with the president of the National 
Association of Insurance Commis- 
sioners—McCormack of Tennessee— 
presiding. The commissioners will be 
welcomed, according to present plans, 
by Lt. Gov. Brown of Michigan, 
Michigan Superintendent of Insur- 
ance Forbes, and Mayor Welsh of 
Grand Rapids. Reports of commit- 
tees and other business will be taken 
up at the second general session, 
scheduled for Dec. 4, and reports of 
committees will also be heard at the 
Dec. 5 meeting. A fourth general 
session for the taking up of unfin- 
ished business will be held on the 
morning of Dec. 6. 

Other committees 
scheduled meetings are: 

Fraternal committee, chairman Sul- 
livan of Washington, which will dis- 
cuss the N. F. C. mortality table. 

Accident and health committee, 
chairman Parkinson of Illinois, which 
will hear the report of sub-commit- 
tees on official guide for filing acci- 
dent and health contracts ; revision of 
standard provisions; uniform “house 
confinement clause;” and definition 
of wholesale or franchise accident and 
health insurance. 

Casualty and surety sub-committee, 
chairman Gibbs of Texas. 

Life insurance sub-committee on 
group life insurance, which will dis- 
cuss amendments to the group life 
definition. 

Workmen’s compensation sub-com- 
mittee, chairman Gibbs of Texas. 

Fire and marine committee, chair- 
man Carroll of Rhode Island. 


which have 





THOMPSON OF OREGON 


Examinations committee, chairman 
Read of Oklahoma. 

Workmen’s compensation commit- 
tee, chairman Hodges of North Caro- 
lina. 

Valuation of securities committee, 
chairman Dineen of New York. 

Fire prevention committee, chair- 
man McKenzie of Arkansas. 

Casualty and surety committee, 
chairman Bowles of Virginia. 

Life Insurance committee, chair- 
man Allyn of Connecticut, which will 
hear the sub-committee report on 
group life insurance definition. 

A preview of how the views of the 
commissioners are shaping up on the 
questions of rating legislation and 
conformity with Federal statutes held 
applicable to insurance developed in 
a recent joint meeting of the Associ- 
ation’s committees on Federal legis- 
lation, and on rates and rating organ- 
izations. The cammittees have joint 
membership—Harrington of Massa- 
chusetts, chairman; Dineen of New 
York; Johnson of Minnesota; Lar- 
son of Florida; McCormack of Ten- 
nessee; and Scheufler of Missouri, 
now out of office. 


The first three days of the meeting 
which opened Oct. 29, at Chicago, 
were devoted to hearings, and the 
fourth to an executive session at 
which attendance was limited to In- 
surance Commissioners and depart- 
mental employes. The executive ses- 
sion devoted its time to analysis of 
the material presented during the 
hearings, and of the briefs which had 
been submitted. It proved impossible 
for the All-Industry Committee rep- 
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resenting the carriers to submit final 
reports concerning the Clayton, Rob- 
inson-Patman and Federal Trade 
Commission Acts; instead there were 
submitted tentative reports by the 
sub-committees which had been study- 
ing these statutes, with emphasis 
placed upon the fact that these had 
not yet had the approval of their or- 
ganizations. A later meeting of the 
All-Industry subcommittee on the 
Sherman Act is expected to result in 
the submission of a final report in 
that field before the annual December 
meeting of the National Association 
of Insurance Commissioners at Grand 
Rapids. 


The Commissioners’ committees on 
Federal Legislation and on Rates and 
Rating Organizations stated in a joint 
report that they have constantly felt 
the need for increasing efforts to 
make available definite and concrete 
information upon the broad problem 
with which they are concerned. The 
rating group quoted its report of May 
12, 1945, as demonstrating its opinion 
that it was the responsibility of the 
National Association of Insurance 
Commissioners to prepare and to sub- 
mit to its members suggested drafts 
of fire insurance and casualty insur- 
ance rating bills, stating in part: 


“On the subject of rate regulation the 
Committee felt that there were well-de- 
fined patterns available based upon the 
actual experience of a number of states 
which could be used as a foundation for 
the drafting of rate regulatory statutes 
at this time. The fact was recognized 
by certain segments of the insurance in- 
dustry which prepared so-called model 
rating bills based largely upon existing 
statutes and which were used as guides 
for the enactment of rate regulatory laws 
recently in several states. The experience 
in certain other states in the last few 
months in connection with the introduc- 
tion of rate regulatory regulation has 
disclosed certain fundamental differences 
of opinion within some sections of the 
industry as to the scope of such statutes, 
a fact which was emphasized by some of 
the statements made at the hearings. It 
was suggested that if these sections of the 
insurance business were given some addi- 
tional time they might be able to com- 
pose their differences, or at least narrow 
the area of disagreement and _ thereby 
facilitate the passage of the necessary 
legislation. It would be unfortunate if 
the inability of the industry to agree upon 
the application of well established prin- 
ciples should be used as an excuse for 
delay in the enactment of necessary and 
desirable legislation. On the other hand, 
it was asserted by several well qualified 
speakers that the extension of time would 
accomplish little or nothing because (1) 
the pattern for rate regulatory statutes is 
well established at this time and no addi- 
tional time is required in that direction 
and (2) the nature of the differences is 
such that the parties would never volun- 
tarily compose all their differences among 
themselves. It should be added that these 
differences are largely competitive in na- 
ture. It is evident that as to that area of 
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disagreement the states themselves must 

make the basic decision of policy in a 

manner calculated to preserve competi- 

tion, maintain the financial soundness of 
the companies, and generally protect the 
public interest.” 

The committee concluded — that 
while the material presented by insur- 
ance company spokesmen at the Oct. 
29 hearings demonstrated that the in- 
dustry committees have worked dili- 
gently to reduce the areas of disagree- 
ment between elements in the busi- 
ness, disagreement still exists. The 
committee announced that it felt im- 
pelled to continue its own efforts 
while industry committees continued 
to seek agreement, and to remain pre- 
pared to give consideration to any 
further material developed by the in- 
surance industry. 


The Commissioners’ committee had 
before it preliminary drafts of fire in- 
surance, casualty insurance, and sure- 
ty rating bills based upon recognized 
principles found in state rating laws, 
many of long standing. It held, how- 
ever, that before undertaking to re- 
duce these drafts to final form for 
submission to the December conven- 
tion of the National 
Insurance Commissioners, it was nec- 


Association of 


essary to resolve certain fundamen- 
tal questions. The two primary ones 
hinged upon what regulatory provi- 
sions should be applied to rating bur- 
eaus, and whether or not rates should 
be approved before they take effect 
or afterward. It was felt that these 
questions assumed great importance 
because of the public interest, and be- 
the implications of the 
United States Supreme Court deci- 
sion in the Southeastern Underwrit- 


cause of 
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ers Association case, and of the ap- 
proval of Public Law 15. The com- 
mittee affirmed that it had kept in 
mind throughout its study the prac- 
tices condemned by the United States 
Supreme Court in that case, and the 
view expressed by the House Judici- 
ary committee in considering the leg- 
islation which became Public Law 15. 
Report No. 143 of the House Judici- 
ary committee said in part: 


“Nothing in this bill is to be so 
construed as indicating it to be the in- 
tent or desire of Congress to require 
or encourage the several states to en- 
act legislation that would make it 
compulsory for any insurance com- 
pany to become a member of rating 
bureaus or charge uniform rates. It 
is the opinion of Congress that com- 
petitive rates on a sound financial 
basis are in the public interest.” 


The Commissioners’ committee fur- 
thermore recognized that Congress, 
in enacting Public Law 15, did so 
upon the understanding that in some 
phases of the insurance business 
action in concert through rating bur- 
eaus may serve a useful public pur- 
pose. It has proceeded upon the as- 
sumption that it was the intent of 
Congress that provision should be 
made in the state regulatory structure 
for companies acting individually and 
companies acting in concert, and in 
consequence concluded to embody in 
proposed drafts for rating legislation 
a declaration of principle to that ef- 
fect in the hope of having it serve as 
a constant reminder to state insurance 
administrators charged with enforc- 
ing the law to recognize the proper 
spheres of both types of operation. 


The report of the committee took 
up the question of when state super- 
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visory authorities should pass upon 
rate filings, proceeding upon the as- 
sumption that all carriers should file 
rates whether they act individually or 
in concert, and holding that good ad- 
ministration requires that the filings 
should be readily available for inspec- 
tion by state supervisory authorities. 
It concluded that whenever practic- 
able rates should be examined and 
approved or disapproved by appropri- 
ate state authorities before taking ef- 
fect. Appropriate provision should 
be made in any bill to cover the spe- 
cial classes of rates which do not lend 
themselves to advance approval. It 
was pointed out that the business gen- 
erally lends itself to advance approval 
of rates, and the cases in which ad- 
vance approval is impractical consti- 
tute a relatively small share of the 
business; that a large number of 
states have required advance approval 
of rates for many years, with good 
results in some fields; that a number 
of states recently have enacted this 
type of legislation ; and that substan- 
tial elements in the insurance business 
prepared a joint rating bill in which 
the principle of advance approval was 
embodied. 


Recognition of the quasi-public 
character of rating bureaus was rec- 
ommended by the committee, in order 
to effectuate the intent of Congress 
that there be competition in the busi- 
ness. Bills proposed should contain 
provisions authorizing the organiza- 
tion of such bureaus, their super- 
vision under licensing provisions by 
state supervisory authorities, and 
their examination and visitation. The 
freest use of bureau facilities by 
members and subscribers was recom- 
mended, as was the elimination of un- 
fairly restrictive bureau rules. Un- 
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duly restricting the activities of in- 
surance companies because they use 
bureau facilities was held contrary to 
public policy. 


The committee gave as its opinion 
that rates should not be excessive, 
inadequate, unfairly discriminatory, 
or otherwise unreasonable — whether 
filed by independent companies or 
companies acting in concert. 


In its consideration of the Clay- 
ton, the Robinson-Patman, and the 
Federal Trade Commission Acts, the 
committee stated that it had reached 
no final conclusion, although the con- 
sensus was that the drafting of proper 
rating laws would solve many of the 
problems created by the Robinson- 
Patman Act. It was admitted that 
this would not solve the brokerage 
problem, a proposed draft of a law 
to cover that aspect having been sub- 
mitted, and having been considered to 
require further study by the agency 
and broker groups affected. A pro- 
posed bill has also been submitted to 
the committee dealing with the Fed- 
eral Trade Commission Act, which is 
receiving further study. 


“The committee has had the great- 
est difficulty in attempting to recon- 
cile its views on proposed solutions 
of the problems created by the appli- 
cation of the Clayton Act, and no 
agreement has been reached,” the re- 
port concluded. “Possibly a fresh 
approach to the problem from those 
already presented may enable us to 
harmonize our views. It is the con- 
sensus that although the industry is 
confronted with the impact of the 
four acts, the major problem centers 
around the Sherman Act, and if satis- 
factory rating bills can be passed in 
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the several states, one of our most 
difficult problems will be solved. It 
is recognized that the solution of the 
Federal Trade Commission problem 
is by no means unimportant from a 
state supervisory standpoint.” 


The Committee on Interstate Rat- 
ing of the National Association of In- 
surance Commissioners submitted a 
brief report to that organization’s 
Committee on Rates and Rating Or- 
ganizations, after conferences with 
the Casualty Industry Interstate Rat- 
ing Committee and the Fire Insurance 
Industry Interstate Rating Commit- 
tee. Highlights of its recommenda- 
tions were: 


1. Recognizing the necessity of 
rate regulatory laws in the various 
states, such laws should be drafted in 
such a manner as not to preclude in- 
terstate rating. 

2. Because such laws when en- 
acted may not be exactly uniform in 
phraseology, it will be necessary that 
they be given uniform interpretation 
with respect to interstate rating, and 
that there be cooperation between all 
the states. 


3. In order to insure proper stand- 
ards for interstate rating, there must 
be adequate rate making and admin- 
istrative machinery. 


4. Public Law 15 offers a_ basis 
upon which the state may erect a rate 
regulatory procedure and system of 
regulation, and we see no insuperable 
obstacle to the handling of what is 
called the interstate fire risk under 
this state system. 

The committee further concluded 
that thé treatment of multiple loca- 
tion risks should be on the same basis 
whether they are intra-state or inter- 
state. 
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Meeting of Industrial Commissioners 


HE challenge presented by post- 

war problems proved, of neces- 

sity, the theme of the 31st an- 
nual convention of the International 
Association of Industrial Accident 
Boards and Commissions, as work- 
men’s compensation administrators of 
the United States and Canada as- 
sembled on Nov. 26 at the Hotel Rob- 
ert E. Lee, Winston-Salem, North 
Carolina, for a four-day session. 

Delegates were agreed in advance 
that the coming of peace is not likely 
to decrease the responsibilities of 
workmen’s compensation administra- 
tors, but that instead they probably 
face increasing operational difficulties 
during the immediate post-war years. 
It has been expected that the trend al- 
ready evident in some jurisdictions 
toward a larger volume of new and 
reopened claims will continue, that 
there will be problems arising out of 
workers’ leaving one state for another 
before claim adjudication is com- 
pleted, that the changing wage struc- 
ture will multiply rate-fixing difficul- 
ties, that there will be increasing pres- 
ure for lump sum adjustments, and 
that there will be a resumption in 
many cases of compensation payments 
to alien dependents which were sus- 
pended during the war years. 

One of the most interesting ses- 
sions of the four-day convention was 
devoted entirely to discussion of the 
details of such post-war problems. 
Presided over by Donald D. Garcelon, 
of the Maine Industrial Accident 
Commission, it included addresses by 
five speakers of authority in the field, 
and ended with a discussion of the 
status of suspended payments to 
non-resident aliens guided by dele- 
gates representing Michigan, Vir- 
ginia, Ohio, Washington, South Caro- 
lina, and Pennsylvania. 

The complex subject of the effect 
of treaties and international arrange- 
ments upon differential compensation 
payments to non-resident aliens was 
treated by L. O. Arens, Oregon in- 
dustrial accident commissioner. The 
role of interstate cooperation in 
settling war workers’ and extra-terri- 
torial claims was analyzed by Paul 
Scharrenberg, director of the Cali- 
fornia department of industrial rela- 
tions. The suitability of the Cali- 


fornia director as an analyst of this 
situation had, of course, been high- 
lighted by the heavy migration of 
workers from the war industries of 
the Pacific Coast which is already in 
full swing, and which has seemed 
certain to result in the development 


of difficulties for workmen’s compen- 
sation administrators. Henry D. 
Sayer, general manager of the New 
York compensation insurance rating 
board, addressed himself to the ques- 
tion of whether there should be a 
statutory limitation upon the reopen- 
ing of claims. War veterans came in 
for their share of attention in a dis- 
cussion of whether their service med- 
ical records should be made available 
to industrial commissions, and of the 
status of the G. I. trainee and his 
wage base. The first subject was 
treated by Mrs. Emma S. Tousant, 
chairman of the Massachusetts de- 
partment of industrial accidents, and 
the second by Alfred J. Borah, chair- 
man of the Illinois industrial com- 
mission. 

The importance of prompt payment 
of compensation was the theme of 
another day-long session of the con- 
vention, which was presided over by 
Miss Mary Donlon, New York work- 
men’s compensation rating board. 
Prompt payment of compensation 
long has been recognized as a proper 
goal of all boards and commissions in 
the compensation field, if only be- 
cause a very large share of complaints 
concerning compensation administra- 
tion arise from lack of promptness in 
payments. 

The approach adopted to the sub- 
ject of prompt reporting of injuries 
and the payment of compensation was 
largely an investigation by representa- 
tives of the compensation insurance 
carriers of their present operations 
in this regard, and the possibilities of 
change or improvemerit. The results 
which have been achieved by the 
“Wisconsin Plan” were described by 
Harry Nelson, director of workmen’s 
compensation of the Wisconsin indus- 
trial commission. The possibilities in 
the stock casualty insurance field were 
presented by Raymond N. Caverly, 
vice-president Fidelity and Casualty 
Insurance Company of New York. 
The picture from the point of view 
of the mutual casualty insurance car- 
riers was developed by Gordon S. 
Pinkham, vice-president Liberty Mu- 
tual Insurance Company, Boston. The 
contribution which can be made by 
state funds was the subject of Col. 
Solomon E. Senior, of the New York 
state insurance fund. Activities of 
the Canadian boards were outlined by 
A. Farmilo, commissioner of the Al- 
berta workmen’s compensation board. 

The medical and rehabilitation as- 
pects of compensation administration 
featured the third of the convention’s 


sessions, with Emanuel Gorfine, 
Maryland industrial accident commis- 
sion, and Edgar C. Nelson, Missouri 
workmen’s compensation commission, 
presiding. 

Arizona’s experience with its pol- 
icy of no limitation on maximum 
weekly payments was explained by 
H. S. McCluskey, counsel for the 
Arizona industrial commission. The 
interest of medicine in improved com- 
pensation practice was outlined by 
Dr. Carl M. Peterson, secretary of 
the council on industrial health of the 
American Medical Association, Chi- 
cago, out of his very considerable ex- 
perience in the field of industrial 
medicine. Development of the alumi- 
num dust treatment for silicosis was 
the subject of Dr. Leroy U. Gardner, 
director of New York’s Saranac Lab- 
oratory for the study of tuberculosis, 
and a pioneer in the intensive research 
which has gone on in recent years in 
the field of silicosis. The discussion 
which followed was initiated by Dr. 
D. J. Galbraith, vice-chairman of the 
Ontario workmen’s compensation 
board. The physiological aspects of 
evaluating the disability of silicotics 
were treated by Dr. George W. 
Wright, of New York’s Edward L. 
Trudeau Foundation and the Univer- 
sity of Rochester School of Medicine. 
A discussion of the subject by Voyta 
Wrabetz, chairman of the Wisconsin 
industrial commission, followed. 

Col. C. H. Warren, North Carolina 
director of vocational rehabilitation, 
and Lt. Col. Robert L. Preston, or- 
thopedic consultant of the Fifth Serv- 
ice Command, U. S. Army, treated 
the timely subject of rehabilitation, 
much now in the limelight because of 
the necessity of fitting wounded war 
veterans back into industry. Col. 
Warren spoke of rehabilitation in 
terms of cooperation and post-war 
problems, while Lt. Col. Preston dis- 
cussed the early institution of physical 
and mental rehabilitation of the in- 
jured worker. 


The closing session of the conven- 
tion, presided over by Buren Jurney 
of the North Carolina industrial com- 
mission, heard an analysis of the prac- 
tical aspects of the soldiers’ and sail- 
ors’ civil relief act as applied to com- 
pensation claims by commissioner Pat 
Kimzey, North Carolina industrial 
commission. Lump sum settlements 
in relation to small businesses were 
discussed by Wilford White of Wash- 
ington, acting chief of the division of 
small business of the U. S. Depart- 
ment of Commerce. 
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REORGANIZATION of 

state administrative offices in 

the fields of labor and indus- 
try was effected in California as of 
Sept. 15, with Paul Scharrenberg, 
chairman of the California Industrial 
Accident Commission, and director 
of the state Department of Industrial 
Relations, being charged with devot- 
ing himself primarily to the adminis- 
trative supervision of the eight divi- 
sions into which the activities of the 
department have been divided. 

The divisions are: division of in- 
dustrial accidents, division of indus- 
trial safety, division of apprentice- 
ship standards, division of housing, 
division of industrial welfare, division 
of labor law enforcement, division of 
labor statistics and research, and state 
compensation insurance fund. 


The new setup was held to have 
been made necessary by the tremen- 
dous industrial growth which Cali- 
fornia has experienced in recent 
years, and is expected to result in in- 
creased efficiency in operation. A 
principal change is the separation of 
the director from membership upon 
the Industrial Accident Board, a-func- 
tion which had previously been one 
of his major concerns. Since the en- 
actment of the workmen’s compensa- 
tion law some years ago, the Indus- 
trial Accident Commission has had 
jurisdiction over the Industrial Acci- 
dent Prevention Bureau, and due to 
the constant increase in California’s 
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population over the past three decades 
the Industrial Accident Commission 
has found it more and more difficult 
to give the required time and atten- 
tion to the manifold duties of the 
Commission as outlined in the Labor 
Code. This condition was aggravated 
in 1927 when the legislature created 
the Department of Industrial Rela- 
tions, and provided that the chairman 
of the Industrial Accident Commis- 
sion should be the Department’s di- 
rector. Since that time successive 
legislative enactments have imposed 
additional duties upon the director. 
The division of industrial accidents, 
previously known as the Industrial 
Accident Commission, was enlarged 
under the reorganization from three 
to seven members. Former members 
were Paul Scharrenberg, chairman, 
and Alexander Watchman and J. C. 
Garrison, commissioners. The last 
two remain as members, with the fol- 
lowing five new members having been 
named by Gov. Warren: Everett A. 
Corten, San Francisco; Dan Murphy, 
Jr., San Francisco; Ralph EK. Mustoe, 
Los Angeles; Anthony Racine, [Los 
Angeles; and Ernest B. Webb, Long 
Beach. This change will permit two 
full-time panels, one in Los Angeles 
and one in San Francisco, to function 
continuously and thus to reduce the 
length of time between the filing of 
an application and the final award. 





Under the reorganization the func- 
tions and duties previously performed 
by the Industrial Accident Prevention 

sureau of the Industrial Accident 
Commission are taken over by the 
new division of industrial safety. The 
division is charged with the enforce- 
ment of all safety orders adopted by 
its five-man board, as well as those 
adopted in the past by the Industrial 
Accident Commission. The depart- 
mental director serves as chairman of 
the board, with J. F. Hatton of Bur- 
bank, P. M. Sanford of Richmond, 
Howard T. Geiger of Long Beach, 
and Ernest It. Duque of Los Angeles 
as the other four members. 

The State Compensation Insurance 
Fund, which was formerly under the 
jurisdiction of the Industrial Accident 
Commission, became under the reor- 
ganization a separate division operat- 
ing under the authority and jurisdic- 
tion of its own board of directors. 
One member of the board, by law, is 
the director of industrial relations, 
with four policyholders of the Fund 
making up the remainder of the 
board. The four members appointed 
by the Governor are: [Ernest Ingold, 
San Francisco; A. H. Campion, Los 
Angeles; Ralph Clare, Los Angeles; 
and Ray B. Wiser, Berkeley. The 
Fund is administered by manager Jo- 
seph J. Gallagher, who was _ reap- 
pointed by the board of directors. He 
has been with the Fund since its in- 
ception, having started as an under- 
writer. 
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What Burned in 1944, and Why 


EN years ago the National Fire 

Protection Association deplored 

publicly the fact that no really 
reliable statistics were available upon- 
fire losses in the United States, and 
announced its intention of attempt- 
ing to remedy that deficiency by com- 
piling annually an estimate of such 
losses based upon the best obtainable 
information. The method adopted 
was to secure detailed reports from 
such fire marshals’ offices as main- 
tained them with the required accur- 
acy, and then to use the statistical 
data obtained by combining these re- 
ports in computing the probable fire 
losses in the United States during the 
past year. 

Although the totals thus obtained 
are admittedly estimates, and their 
accuracy has been occasionally ques- 
tioned, they have come to be accepted 
as furnishing a satisfactory overall 
picture of fire losses on a national 
basis. Through the courtesy of the 
National Fire Prevention Associa- 
tion’s Quarterly some of the high- 
lights of the recently-compiled fire 
loss estimates for 1944 are presented 
on these pages. The estimates of loss 


total, those by occupancy, and those 
by causes make an interesting study 
for anyone interested in fire preven- 
tion or fire insurance. 

The estimated financial cost of 1944 
fires of $456,000,000 is the highest 
estimate the National Fire Protection 
Association has made in the decade 
its compilations cover. It compares 
with $403,000,000 for 1943; $315,- 
000,000 for 1942; $325,000,000 for 
1941 ; $290,000,000 for 1940; $300,- 
000,000 for 1939; $265,000,000 for 
1938; $270,000,000 for 1937; and 
$303,000,000 for 1936. 

Strangely the estimated number of 
fires in 1944, which is given as 600,- 
000, is the smallest which the survey 
has shown during the decade, com- 
paring with 668,000 for 1943, 665,- 
000 for 1942, 736,000 for 1941, 725- 
000 for 1940, 685,000 for 1939, 660,- 
000 for 1938, 620,000 for 1937, and 
643,000 for 1936. 

Many explanations can be ad- 
vanced for this result, the most ob- 
vious being the large increase during 
the war years of so-called “large loss” 
fires. The number of single fires in 
which damage was more than $200,- 





Cause 
Chimneys, flues—defective or overheated 
Sparks on roofs 
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Combustibles near heaters... 
Open lights, flames, sparks 
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Estimated Distribution of U. S. Fire Losses by Causes, 1944 


Defective or overheated heating equipment 


Electrical, fixed services; fires due to misuse or faulty wiring and 
Flammable liquids, misc., including home dry cleaning and starting 
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. 16,000.... 29,000,000 
1... 20,000 
tee ai ates 11,500.... 10,000,000 
1,400. ... 600,000 
3,500.... 3,500,000 
. 3,500.... 10,000,000 
.. 12,000.... 5,100,000 
. 62,000.... 153,000,000 
4,500.... 20,000,000 
Was ee i 20,500 17,000,000 
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000 showed a substantial increase in 
1944 over the 1943 total, and served 
to continue a trend which has been 
in evidence during most of the past 
decade. A substantial factor in the 
decrease in total number of fires was 
due to the decrease in number of 
dwelling fires during the year—285,- 
000 as against 330,000 the year be- 
fore. This reduction is stated to fol- 
low the experience of city fire depart- 
ments, which reported a 12% de- 
crease in the number of building fires 
during 1944. According to the Na- 
tional Fire Protection Association 
“it is believed that such factors as 
difficulty in obtaining building mate- 
rials to replace fire damage, thus stim- 
ulating interest in fire prevention, 
shortage of housing, scarcity of fuel 
tending to prevent overheating (there 
was a marked decrease of fires at- 
tributed to defective and overheated 
flues), and economic factors making 
it difficult to burn for profit may par- 
tially account for this improved 
record.” 


The principal interest of most in- 
dividuals in the fire insurance busi- 
ness, probably, is not in how the fig- 
ures of 1944 compare with 1943— 
both having been war years with ab- 
normal conditions prevailing—but in 
what direction it is likely that changes 
will take place under the conditions of 
peace which now prevail. For this 
reason a comparison of some of the 
details of the 1944 fire loss estimates 
against pre-war years seems called 
for. Comparison of the National Fire 
Prevention Association’s statistics on 
1944 fire losses with the averages de- 
veloped from its statistics for the 
three pre-war years 1938-1939-1940 
reveals some striking disparities. 


Upon the basis of occupancy last 
year’s record of dwelling fires remains 
unusual, for the average annual num- 
ber of dwelling fires 1938-40 was 
344,000. But hotels and boarding 
houses had 12,500 last year as against 
a 10,070 pre-war average. There 
were 48,000 fires last year in apart- 
ments and rooming houses, as against 
41,500 in the average pre-war year. 


Schools, churches, and amusement 
halls burned somewhat less frequently 
last year than in 1938-40, but the 
record of other types of buildings in 
which the public gathers was better 
before the war. A total of 1,100 fires 
was recorded in government buildings 
as against 830 ifi 1938-40; there were 
900 fires in hospitals and institutions 
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as against an average of 830 in pre- 
war years; there were 2,100 theater 
fires in 1944 as against 1,230. Pos- 
sibly an increase in the numbers of 
such buildings can be held responsible 
for this result. 


In the manufacturing field, perhaps 
for the same reason, the 1944 record 
for number of fires was worse in al- 
most every classification than in 1938- 
40, bakeries and packing plants being 
the exceptions to the trend. Metal 
workers had 2,100 fires as against 1,- 
330 in the average pre-war year. 
Wood workers had 2,900 as against 
1,800. Flour mills and grain elevators 
had 3,100 as against 2,200. Laundries 
had 2,200 as against 1,000. Cleaners 
and tailors had 1,700, instead of the 
1,060 they averaged in 1938-40. Mis- 
cellaneous manufacturing enterprises 
showed 15,500 fires in 1944 as against 
a pre-war figure of 13,600. 


Warehouses proved the only 1944 
bright spot in the mercantilé field in 
number of fires, with 6,900 as against 
7,300 pre-war. Office buildings had 
8,000 1944 fires instead of the 7,200 
they averaged in 1938-40; restaurants 
and taverns held their own fairly well 
with 11,000 against 10,600 pre-war ; 
miscellaneous mercantile establish- 
ments had 40,000 fires last year, about 
37,500 pre-war. 


Lumber and coal yards, bulk oil 
stations and refineries, and creamer- 
ies and dairies had many more fires 
last year than for the years under dis- 
cussion. Garages and filling stations 
just about held their own. There was 
an understandable decrease in auto- 
mobile fires—45,000 in 1944, 70,000 
in 1938-40. A total of 19,500 fires 
started in barns last year, as against 
34,600 in the average of the three 
pre-war years. 


In the analysis of the causes of the 
year’s 600,000 fires explanations are 
sometimes difficult. Thus there was a 
marked decrease in fires attributed to 
defective chimneys and flues as be- 
tween 1944 and the average of 1938- 
40, but the 60,000 fires attributed to 
defective or overheated heating equip- 
ment were double the pre-war aver- 
age. There were 17,000 fires due to 
open lights, flames and sparks as 
against 10,500 pre-war. Children and 
matches caused 29,000 fires last year 
against an average of 20,000 in 1938- 
40. There was a slight and under- 
standable increase in fires resulting 
from the use of gas and appliances, 
from friction and sparks from ma- 
chinery, and in electrical fires. 

There were marked decreases in 
the number of fires from sparks on 
roofs, oil burners, smoking and 
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matches, lightning, exposure, and ex- 
plosions. The incendiarists were not 
as busy as formerly, or the investi- 
gators were not as suspicious, for on- 
ly 3,500 fires of suspicious origin 
were noted last year as against the 
pre-war average of 7,500. 


That there is little prospect of re- 
lief from this upward trend in the 
monetary amount of fire losses is ap- 
parent from a perusal of the estimate 
of 1945 fire losses by months recently 
published by the National Board of 
Fire Underwriters. 


It estimates fire losses in the United 
States for October, 1945, as approx- 
imately $34,470,000, an increase of 
6% over September of this year, and 
an increase of 8% over October, 1944. 
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The estimate is the highest October 
fire loss figure since 1931, when the 
total estimated fire loss was $35,501,- 
530. 


Losses estimated by months for 
the year to date are: 








Occupancy 
Public Buildings 
Government buildings 
Hospitals, institutions 
Schools and colleges 
Churches 


Amusements, halls 
Dwellings 
Hotels, boarding houses 
Apartments, rooming houses 
Dwellings 
Mercantile 
Office buildings, including banks 
Restaurants, taverns 
Miscellaneous mercantiles 
Warehouses 
Manufacturing 
Metal workers 
Woodworkers 
Flour mills, elevators 
Packing plants 
Bakeries 
Laundries 
Cleaners, tailors 
Miscellaneous manufacturing 
Miscellaneous 
Barns 
Outbuildings 


Bulk oil storage, refineries 
Garages, filling stations 
Power plants, pump houses 


Miscellaneous structures 
Motor vehicles 
Fires other than buildings 
Hangars and contents 


Totals 





Estimated Distribution of U. S. Fire Losses by Occupancies, 1944 


Theaters, including motion pictures........ 


Lumber and coal yards .................. 
Piers, including shipyards ................ 
EE ee ee 


Creameries and dairies .................. 





1944 1945 
January $ 38,572,000 $.44,865,000 
February 38,280,000 41,457,000 
March 39,084,000 40,876,000 
April 34,746,000 37,950,000 
May 32,815,000 34,153,000 
June 30,555,000 34,090,000 
July 32,706,000 34,054,000 
August 30,618,000 34,096,000 
September 31,448,000 32,447,000 
October 32,173,000 34,470,000 
$340,997,000 . $368,458,000 
te 
No. Fires Loss 
Kd dite Raa cnecstheee Melee 1,100. . . .$ 50,000,000 
A ee RR eee Ae a 900. . 750,000 
Be ee ee oe 2,300... 6,000,000 
ee ee et 2,200... 5,000,000 
eT er ene ee: 2108... 3,250,000 
Re ees ene Oe 2300... 3,650,000 
sc graetedee > conse tasers 12,500... 4,000,000 
sage genes 48,000.... 4,500,000 
Ee Me 285,000.... 104,000,000 
ar een eee 8,000.... 10,500,000 
Se Le ene ee 11,000... 8,000,000 
ahha net eee 40,000.... 45,000,000 
sds aS ese 6,900.... 24,000,000 
Saree eres 2,100... 8,500,000 
Ride selon h Io Sorry! 2,900. . 11,750,000 
ee ec. ete 3,100.... 20,000,000 
PIN SPT Nee A 1,100. . 500,000 
Sen ee 1,300. . 1,000,000 
ee eae TN 2,200... 1,750,000 
bias Scln esen ear 1,700... 1,500,000 
Renny wire mt 15,500 53,000,000 
Re oT inne 19,500.... 19,300,000 
cS antn sche Catia 23,000... 7,000,000 
POE Pe end RS eS 8 3,700... 8,500,000 
pone ta aae i onatte os 500. . 6,500,000 
eet auneis nt eho 5/500... 9,600,000 
oS koe ania Sano 2500... 5,500,000 
eer eto. 25,000... 9,750,000 
ee ere em, 900... 1,000,000 
Site A deere ae 2,000... 500,000 
een eee 10,000.... 13,500,000 
seca ienidee eaceion 45,000... 4,000,000 
icone prea ae 10,000.... 2,000,000 
seth aeolian 200.... 2,200,000 
etn arg So vate eats 600,000. . . .$456,000,000 
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CATASTROPHE HAZARDS 
IN AIRCRAFT HULL 
INSURANCE 


HE September, 1945, Florida 

hurricane destroyed 153 private 
planes at one location. The comman- 
dant of the Richmond Naval Air Sta- 
tion near Miami was so confident of 
the hangars’ strength that he invited 
plane owners to store their ships for 
safety from the onrushing hurricane. 
As a result almost all the privately 
owned planes in the Miami area were 
destroyed. 


The large hangars at the Richmond 
Naval Air Station had been con- 
structed as “hurricane proof.” As 
the wind beat upon the enormous han- 
gars with all its fury, they began to 
disintegrate and timbers crashed from 
the roof onto the Navy blimps and 
airplanes below. Gasoline from brok- 
en fuel tanks became ignited and the 
hangars collapsed in a roaring blaze 
which destroyed buildings and all the 
contents. Fire fighting operations 
were severely handicapped by the hur 
ricane and firemen could do little to 
save either structures or planes from 
the inferno. 


The disaster served to emphasize 
a type of catastrophe which is pecul- 
iar to aviation. The fact that air- 
planes are essentially long distance 
vehicles makes it possible for them to 
congregate from widely separated 
points. Prior to the war, a favorite 
week-end sport for flyers was to at- 
tend an air meet. The affair might be 
sponsored by some association or tt 
might be put on by an airport oper- 
ator who wished to build up good will 
for his field. 


The sponsor of the meet would ar- 
range a program which would be of 
interest to flying enthusiasts, and this 
might consist of races, aerial maneu- 
vers, parachute jumps and display of 
new planes and equipment. Attend- 
ants at the meet could participate in 
the events or be spectators, depending 
upon their own wishes and the type 
of program. 


It was recently announced that a 
meet called the “All-American Air 
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Maneuvers” would be held again on 
January 4 to 6, 1946, at Miami, Flor- 
ida. This was a regularly scheduled 
affair prior to the war but was dis- 
continued during recent years. It is 
considered probable that the National 
Air Races will again be staged at 
Cleveland, Ohio in 1946. The week- 
end of October 13, 1945, was pro- 
claimed by Mayor Kelly of Chicago 
as Civil Air Patrol Week-end and it 
was celebrated by a “Victory Air 
Show” at a suburban Chicago air- 
port. These are typical of the local 
and national air meets which insur- 
ance company underwriters must an- 
ticipate in calculating possible con- 
centrations of value tor insured air- 
craft. 

An insurance company is likely to 
have a concentration of insured 
planes at a state or regional meeting. 
Several hundred planes might congre- 
gate at a large airport for such a 
purpose. If an insurance company’s 
production force had been especially 
active within that state or locality, it 





Photo by Acme News Pictures Inc. 





can be anticipated that several dozen 
planes insured in one company could 
be located on a single field for a one 
or two day period. The greatest haz- 
ard to such a group of planes is that 
of windstorm, although a sweeping 
fire might involve many aircraft if 
they were closely parked. 


Another situation which might pro- 
duce losses of catastrophe proportions 
is the regular housing of many in- 
sured planes at the same airfield. A 
hangar at the Wichita, Kansas Muni- 
cipal Airport burned on September 
26, 1945, and 40 airplanes were de- 
stroyed. An aircraft service operator 
may own 20 or 30 planes and the en- 
tire fleet would be insured in a single 
company. If the company agent is 
alert, he will also cover many private- 
ly owned planes at any field where 
they carry the insurance of the air- 
craft service operator. The typical 
airport is located beyond municipal 
fire protection and the hangars are 
located close together and are exposed 
by the service shop. A shop or han- 
gar fire frequently involves all build- 


~ 


Aircraft fire losses follow in the wake of windstorms 








ee ae. —_ 








ings at the airport and most of their 
contents. 


The insurance company must pro- 
tect itself against a catastrophe loss 
of all planes which it knows to be 
based at one field. This is in contrast 
to the underwriting for automobiles, 
because airplanes must be hangared 
at a central location and are not scat- 
tered in a thousand private garages 
throughout a city. An insurance com- 
pany which covers several airplanes 
in a town or city automatically has a 
concentration of liability at one air- 
port. 


Aviation underwriters must also 
recognize the potential catastrophe 
hazard in a windstorm striking at sev- 
eral points in the same general area. 
Few airports have sufficient hangar 
facilities so that all airplanes can be 
stored inside. In addition, the air- 
port service operator might choose to 
give hangar protection to transient 
aircraft and leave his own outside 
during an impending storm. As a re- 
sult there are almost certain to be 
some planes staked down out of doors 
even in severe storm conditions. Un- 
less the staking of the aircraft is done 
with care and skill, the planes are 
likely to be torn loose from their 
moorings by a bad windstorm. 

There is a favorable factor in avia- 
tion underwriting and that is the abil- 
ity of the airplane to get away froma 
threatening hazard. In several han- 
gar fires the airport personnel have 
succeeded in saving a considerable 
proportion of the planes by pulling 
them out into the open. The average 
light plane can be handled by one or 
two men while it is on the ground and 
sometimes there is time to rescue 
many planes. 


Airplanes are frequently flown out 
of a storm area. The Richmond 
Naval Air Base disaster illustrates 
the tendency of aircraft owners to 
seek adequate shelter when a storm 
is approaching. Their efforts resulted 
unfortunately in the case of the Flor- 
ida hurricane, but the instance shows 
the effort which aircraft owners make 
to avoid storm damage. Furthermore, 
an airplane in flight will avoid a storm 
and attempt to land beyond the storm 
area. Weather reporting facilities to 
airports and, planes are much more 
complete than is realized by the earth 
bound traveler. Fliers are kept con- 
stantly advised of storm conditions 
and do have an excellent opportunity 
to avoid them. 


A practical suggestion for aviation 
underwriters would be to keep a to- 
tal of their aircraft hull liability for 
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each state. If the total value of in- 
sured airplanes in any state or in a 
group of states begins to pile up to 
dangerous limits, reinsurance can be 
effected to relieve a possible catas- 
trophe loss. A company which is 
starting to write aircraft coverage as 
a new line must also be sure that its 
reinsurance contracts are arranged to 
take care of aviation risks. Where the 
company is using an excess of loss 
cover, the contract should be checked 
to make sure it is not a single-insured 
coverage. Seldom does the claim from 
a single policyholder exceed the 
limits of an excess of loss contract, 
but a catastrophe would involve many 
risks. 

Aircraft hull insurance is not more 
hazardous than other types of cover- 
age (in relation to the rates charged), 
but it does involve features which are 
not present in automcbile insurance 
and in windstorm and fire insurance 
on buildings. Attention to the differ- 
ences will enable an insurance com- 
pany to arrange its reinsurance and 
its underwriting so the experience 
vill conform to that in other fields. 


AHEAD IN COVERAGES 


(Continued from Page 9) 


ience would indicate that some re- 
strictions should be put into the policy 
to avoid too many “nuisance” and 
“maintenance” claims, but it seems, 
at least to the writer, that that should 
be left for experience to decide and 
not used as an excuse for condemning 
the contract without a trial. 


A deductible is the obvious way 
to meet too many “nuisance” claims 
and beyond doubt this one would be 
proposed. The experience of the per- 
sonal property floater shows that sub- 
stantial premium reductions can be 
given for deductible coverage and 
many responsible insureds have taken 
advantage of this feature. On the 
other side of the story is the fact, 
mentioned in the previous installment, 
that the public likes to collect small 
losses and the insurance business has 
often shown itself able to provide this 
coverage. The personal property 
floater has been successful without a 
deductible, largely because the com- 
pany gets a rather substantial prem- 
ium to start. Even more graphic evi- 
dence of this tendency is presented by 
the history of the “80-20” automobile 
collision policy. Treated to upraised 
eyebrows at best and to predictions of 
bankruptcy at worst, the company 
which offered this controversial poli- 
cy, which pays 80% of even small 
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collision losses, eventually won the 
moral victory of seeing its coverage 
adopted by the organization carriers 
—and the even more important phys- 
ical victory of becoming the largest 
writer of automobile insurance in the 
United States—probably in the world. 


There is no question that deductible 
insurance is logical, that a person 
should not pay for protection against 
small losses which he can stand him- 
self, but should spend his premiums 
for protection against losses which 
would be disastrous. But the public 
is not always ‘logical. This fact is 
mentioned here only because any dis- 
cussion of an all-risks building policy 
would inevitably bring up the ques- 
tion of a deductible. The writer’s 
opinion is that deductible coverage 
should certainly be made feasible, but 
that, if at all possible, insureds should 
be given the option to buy full cover- 
age, at a proper price. 


Remembering the history of the ex- 
tended coverage, it seems safe to be 
optimistic over the probable cost of 
an all-risks building policy. Extended 
coverage, as did many other compre- 
hensive coverages, showed that com- 
bining many useful, but little-carried, 
coverages brought a spread in risk 
which enabled the charges for these 
coverages to be reduced sharply. Even 
in the beginning, the cost for ex- 
tended coverage was much less than 
that for all the coverages if bought 
separately. Today, in many territor- 
ies, the cost of extended coverage is 
less on many properties than the old 
charge for windstorm insurance alone. 
An important factor is that compre- 
hensive insurance causes the less com- 
mon caverages to be bought in reason- 
able proportion to value, while under 
separate policies only a fraction of the 
value was usually covered. 

That is obviously true with water 
damage insurance. The companies 
now writing this insurance have doné 
an excellent promotional job, but their 
agency superintendents would be the 
first to admit that the surface of the 
market has only been scratched and 
that water damage policies of more 
than $1,000 are rare. This is certainly 
an illustration of how one element in 
an all-risks premium could be cut 
sharply and yet safely by getting a 
spread. 

The all-risks building policy is cer- 
tainly a tempting speculation for post- 
war insurance sales. It is likely to be 
tried before too long and whoever 
does it will carry the good wishes of 
insurance men who believe that the 
future of the business rests in count- 
less experiments to improve protec- 
tion and give the public what it wants. 
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Mutual Auto Insurers In Meeting 


URRENT developments in the 
field of automobile liability in- 
surance, with special emphasis 

upon operations under financial re- 
sponsibility laws and upon bank-agent 
financing, held the center of the stage 
at the recent Chicago meeting of the 
automotive and casualty section of the 
National Association of Mutual In- 
surance Companies. 

P. E. Buehler, Beacon Mutual In- 
demnity Co., Columbus, Ohio, was 
elected chairman of the section. L. 
M. Dunathan, Shelby Mutual Casual- 
ty Co., Shelby, Ohio, was named vice- 
chairman, and the outgoing chairman 

H. L. Wittwer, Farmers’ Mutual 
Automobile Insurance Co., Madison, 
Wis.—was chosen a director of the 
National Association of Mutual In- 
surance Companies. W. C. Searl, 
Auto Owners Insurance Co., Lansing, 
Mich., was elected to a three-year 
term asia director of the automotive 
and casualty section, and I. J. Maur- 
er, Farmers’ Mutual Automobile In- 
surance Co., Madison, Wis., was 
named to a one-year term as a director 
of the section. © 

The large increases in volume of 
automobile liability business being 
written by most companies as the re- 
sult of the trend in many states to- 
ward the passing of financial respon- 
sibility legislation for motorists, and 
some of the problems which the pro- 
duction and servicing of this business 
raises, were the subject of an address 
by I. J. Maurer. 

He held that financial responsibility 
laws may be bringing revolutionary 
changes into the automobile liability 
business, citing the fact that in the 
first year in which such a law goes 
into effect a company may acquire as 
much business as it normally would 
in a decade under standard produc- 
tion methods. He suggested that the 
selection and service would 
become increasingly important in the 
automobile liability insurance picture. 


roles of 


Since only about one in three driv- 
ers carried suitable liability insurance 
before the war, the speaker pointed 
out that the automobile insurance 
business was really only in the pro- 
motional stage at that time, and that 
the companies which have shown the 
greatest growth in premium volume 
in this field since have been those 
which have been most successful in 
selling the uninsured driver. Now 
that the companies have an appreci- 
ably larger volume of such premiums, 
the business seems to have advanced 


to the development and stabilization 
stages, with a challenge as to whether 
a company can retain its risks by 
superior service. He contended that 
under financial responsibility laws 
there is a greater necessity to keep the 
insured satisfied with the service he 
is receiving, if the risk is not to be 
lost to a competitor. Such points as 
completion of reports required under 
financial responsibility laws, claim 
services, and securing complete un- 
derwriting information were men- 
tioned. 

The spirited discussion which fol- 
lowed indicated that there is much in- 
terest in the desirability of average 
rates as compared with graded rates 
of the type prevalent under current 
rating methods. The necessities of 
competition were held to make aver- 
age rates difficult of application. An- 
other question discussed was the jus- 
tification for the making of a distinc- 
tion between business and non-busi- 
ness use of vehicles, the consensus 
heing that even though proof may be 
lacking that business use presents a 
greater hazard, such a division is the 
best available method of estimating 
prospective mileage of an insured 
automobile. 

Some interesting comments upon 
the recently developed bank-agent 
automobile financing plan were of- 
fered by G. F. Alcott, State Farm 
Mutual Automobile Insurance Co., 
Bloomington, Ill. He described the 
reaction of Dallas automobile dealers 
to an extensive advertising program 
outlining the plan which had been 
done by the Dallas Association of In- 
surance Agents in cooperation with a 
number of the major banks of that 
city. The automobile dealers re- 
sponded with extensive newspaper 
advertising of their own, in which 
there was emphasis upon the rights 
of the dealers to handle insurance. 


and inferring that there might be re- 
prisals against the banks and insur- 
ance agents. The dealers were not 
unanimous in taking this stand, how- 
ever, one of the largest holding that 
neither insurance nor financing are 
proper fields for an automobile dealer 
to enter. 


The speaker held that the interest 
of the automobile dealer in insurance 
and financing is prone to exaggera- 
tion, and that his principal interest 
is the selling of automobiles. His own 
opinion was that direct local bank 
financing should show a much better 
experience than any other type, and 
should permit the charging of a ma- 
terially lower interest rate. He held 
that a national finance company has 
the worst experience, then a regional 
financing organization, and then a 
bank buying paper from an automo- 
bile dealer. There is at present a lack 
of agreement among bankers, he 
stated, on the question of whether 
banks should finance the purchase of 
automobiles direct, with a consider- 
able segment of the bankers favoring 
the indirect method of buying paper 
from dealers. 


In discussing the immediate future 
of automobile sales the speaker took 
issue with the prevalent notion that 
there will not be as much installment 
buying as there has been in the past. 
He gave it as his opinion that the vol- 
ume of installment sales will increase, 
even though there may be an initial 
flurry of cash sales. He pointed out 
that there will not only be an increase 
in automobile selling prices, but that 
old automobiles will not have the 
trade-in value which they once pos- 
sessed. In consequence the balance to 
be financed will be larger than in the 
past, and the interest rates which 
banks now can offer will make desir- 
able risks more willing to finance 
their automobile purchases. 


.-| call upon every citizen to do his 
part to prevent the suffering. 


heartbreak and tragedy that 


accidents bring. 
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One of the foundries 
insured with this Company’s Workmen’s 
Compensation protection was having seri- 
ous difficulties with air impurities. An epi- 


demic of occupational diseases threatened. 


Our Safety Engineers were consulted. Air 
samples were taken. An analysis by our 
laboratory of the air-borne foreign matter 
revealed the causes of the difficulty. Recom- 
mendations made by our Safety Engineers 


eliminated the hazards. 


The dangers to employees’ health in this 
foundry have been removed. The employer 
has protected himself against a rise in 
Workmen’s Compensation insurance costs. 


Our studies and services cost him nothing. 


This cooperation is a part of the helpful 









insurance service this Company provides all 
its Workmen’s Compensation policyholders 


at no extra cost. 





MICHIGAN MUTUAL 
LIABILITY COMPANY 
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The Policy Back cf the Policy: TI 


HAT kid doesn’t get a thrill 

out of “playing store”? Toy 
telephone, pad and pencil, a cash 
register with a bell that rings — that’s all the 
young business man needs. He has no other 
problems. 


But with grown folks it’s different. They 
“play for keeps.” Mistakes can mean disaster. 
Accidents can spell ruin. That’s why the many 
types of protection offered by Hardware Mutuals 
have meant salvation to thousands of individuals, 
families, and businesses. 


Hardware Mutuals policy back of the policy 
helps reduce industrial accidents and _ losses 
through expert safety engineering. It helps ce- 


Our way of doing business that 
makes your interests our 
first consideration. 


ment employe good-will through 
prompt, fair settlement of claims 
when accidents do occur. It 
eliminates the danger of financial disaster from 
automobile accident, fire, burglary, personal lia- 
bility. It has meant sizable dividend savings to 
policyholders, which since organization total 
over $93,000,000. 


Hardware Mutuals full-time representatives 
are within easy reach in practically every com- 
munity in the United States. Let our local rep- 
resentative explain the many advantages and 
savings available to you through the unique 
policy back of the policy. 


iprerrep uaeounee nuns Pie Mutual 
Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin a x 
Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


Stevens Point, Wis. * Owatonna, Minn. * Offices Coast to Coast 


Compensation, Automobile and other lines of non-assessable 


Casualty and Fire Insurance 
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